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THE  MERCANTILE  HOUSE 

OF  McKinney  &  williams,  underwriters 

OF  THE  TEXAS  REVOLUTION 


From  time  to  time  historians  and  other  recorders  pursue  a  practice, 
not  discouraged  by  business  historians,  of  pointing  out  that  for  every 
Napoleon  and  Wellington  there  existed  a  Rothschild  and  Baring,  and 
for  every  American  Revolution — whether  in  the  1770’s  or  1860’s — 
there  lived  a  Robert  Morris  or  Jay  Cooke,  some  one  jK*rson  or  group 
of  persons  who  could  supply  the  economic  and  business  administrative 
sagacity  required  to  keep  the  financial  arteries  of  war  flowing  suc¬ 
cessfully.  When  in  the  1830’s  the  |x*ople  of  Texas  ended  their  |)olitical 
subordination  to  Mexico  by  military  revolution,  the  thread  of  this 
business-makes-it-possible  pattern  can  be  found  to  be  running  true. 
In  Texas  two  men,  unsung  for  military  exploits,  in  large  measure 
made  pos.sible  the  financial  continuance  of  the  Texas  j?overnment  and 
its  army  during  a  |X‘riod  when  the  stage  was  being  set  for  the  eventual 
annexation  to  the  United  States  of  an  area  roughly  the  size  of  France. 
Without  these  two  men,  Thomas  F.  McKinney  and  Samuel  May 
Williams,  the  disputed  genius  of  Sam  Houston  might  not  have  w'on  a 
decisive  victory  at  San  Jacinto,  terminating  the  Mexican  hold  on 
Texas,  for  without  their  aid  Houston's  army  conceivably  w6uld  have 
lacked  clothes,  provisions,  and  most  especially,  arms. 

There  is  a  concomitant  thread  to  weave  into  the  pattern.  At  the 
time  that  Texas  was  struggling  to  find  something  to  be  brash  about 
later,  life  in  Texas  was  raw.  It  was  a  frontier  community,  where  many 
men — and  w'omen — knew  only  the  rudest  necessities,  many  of  them 
hand-fashioned.  Here  then,  too,  is  the  story  of  two  men  bringing  to 
human  outposts  the  instruments  for  a  better  life,  the  civilized  neces¬ 
sities  and  the  civilized  delights  of  more  mature  worlds— a  story  which 
should  be  mentioned  to  remind  that  while  McKinney  and  Williams 
were  supplying  the  sinews  of  revolution,  they  were  simultaneously 


Editor’s  Note:  This  paper  was  read  at  a  joint  meeting  of  the  Business  Historical 
Society,  Inc.,  and  the  American  Historical  Association,  held  in  New  York  on 
December  28,  1951. 
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laying  the  bas(*s  for  an  introduction  of  comfort,  an  uplifting  of  taste, 
and  an  extension  of  opjKirtunity.  They  were,  in  short,  harbingers  of 
a  coining  civilization. 

Finally,  there  is  a  third,  reflective  thread.  In  many  ways  McKinney 
and  William.s’  opi'rations  suggest  that  business  oi^anization  and  pro- 
ccihire  in  T(*xas  in  the  1830’s  and  1840’s  resembled  Atlantic  coast 
business  oiK*rations  of  fifty  to  one  hundred  years  before  and  that  the 
busiiK'ss  system  of  mercantile  capitalism,  declining  to  the  eastward, 
was  just  attaining  its  heyday  in  Texas.  Perhaps  the  presence  of  a 
n^al  frontier  acted  as  a  conditioner. 

McKinney  and  Williams  entercnl  their  informal  mercantile  partner¬ 
ship  in  Quintana,  Texas,  at  the  mouth  of  the  Brazos,  in  1833,  handling 
a  line  of  general  merchandise  running  from  grocery  staples  to  printing 
pres.s(‘s,  cotton  gins,  and  lumb(?r.  To  their  union  they  brought  quali¬ 
ties  which  tended  to  complement. 

McKinney  had  lxK*n  bom  in  Kentucky  in  1801,  growing  up  there 
and  in  Mi.s80uri.  After  an  ordinary  western  education,  he  entered  a 
bu.siness  career  which  exhibited  a  love  for  adventure,  first  following 
th<^  Santa  F4  Trail  to  New'  Mexico,  exchanging  calico  for  specie;  and 
then  dropping  down  into  Chihuahua,  and  trading  from  there  across 
Texas  into  Louisiana,  a  long,  dangerous  route  peopled  by  Comanches, 
Kiowas,  and  oi^nizt'd  Mexican  brigands.  Next  he  traded  out  of 
New'  Orleans,  and  then  became  a  merchant  in  Nacogdoches  in  East 
Texas,  and  finally  a  lumberman  and  miller  in  Liberty,  Texas,  forty 
mih's  from  present-day  Houston.  He  was  a  frontiersman,  educated 
mon‘  by  nature  than  by  plan,  independent,  determined,  venturesome 
-a  solidly  built,  fiery,  caustic  sort  of  man  who  w'as  quick  to  assail, 
slow  to  forgive,  and  withal  extraordinarily  generous. 

No  better  story  illustrates  McKinney’s  drive  than  the  time  in  Texas 
he  wished  to  go  to  the  next  town  downriver,  only  to  find  the  Brazos  so 
swolh'u  and  tlu*  land  so  soggy  that  travel  w'as  im|x>ssible.  Impatient, 
he  grabbed  a  pig  trough,  pushed  it  to  the  edge  of  the  mshing  river, 
clamlKTod  in,  and  at  great  |)ersonal  risk  let  the  current  carry  him  to 
his  destination ! 

1‘Acept  that  l)Oth  men  were  natural  s|)eculators,  Williams  w'as 
McKinney’s  opixisite,  a  man  who  came  to  Texas  with  a  record  al¬ 
ready  alwve  the  ordinary'.  He  was  bom  in  Providence,  Rhode  Island, 
in  1795,  of  a  family  w  hich  had  first  settled  in  New  England  in  1630 
and  which  by  the  time  of  Williams’  birth  included  a  signer  of  the 
American  Declaration  of  Independence  and  a  president  of  Yale 
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University.  After  finisiiing  school  at  Providence,  young  Williams 
worked  in  his  uncle’s  countinghouse  in  Baltimore,  then  for  two  years 
in  Buenos  Aires  as  representative  for  a  large  American  slapping  house, 
and  finally  in  New  Orleans  with  one  of  the  better-known  commission 
merchandising  houses.  For  a  short  period  he  served  as  private  secre¬ 
tary  to  General  Andrew  Jackson,  his  fluency  with  French  and  S|>anish 
being  particularly  valuable. 

In  New  Orleans  Williams  met  Stephen  F.  Austin,  who  in  1824 
persuaded  the  young  merchant  to  immigrate  to  Texas  to  be  the  ern- 
presario's  colonial  secretary  and  partner,  a  |)osition  with  a  power 
exceeded  only  by  that  of  the  empresario  himstJf.  The  colonial  secre¬ 
tary  was  in  fact  a  combination  clerk,  archivist,  real  estate  agent, 
diplomatic  and  consular  agent,  judge,  and  abstract  man.  Williams 
proved  to  be  an  excellent  records-kiK'pt'r,  and  in  his  fine  Spencerian 
hand  wrote  many  of  Texas’  original  land  titles. 

As  Texas  tx*gan  to  fill  \iith  people,  and  these  people  grew  restive 
under  an  increasingly  centralistic  Mexican  government,  some  of 
Williams’  resistance  activities,  together  with  his  natural  prominence, 
led  to  Mexico’s  offering  $1,000  for  his  arrest,  so  that  he  trav'eled  about 
Texas  with  a  price  on  his  head.  But  somewhat  in  defiance  of  his  own 
irregular  career — and  certainly  unlike  his  partner,  McKinney— 
Williams  remained  a  gentle,  dignified,  polished  man,  but  a  man  who, 
nonetheless,  resolutely  got  his  own  wny.* 

********* 

A  modem  student  of  economic  and  market  trends  w'ould  hardly 
have  selected  this  period  to  begin  business  in  Texas.  The  only  favor¬ 
able  anticipation  was  that  the  population  of  Texas  seemed  likely  to 
increase,  thereby  bringing  an  expanding  market.  But  the  political 
disorders  in  Mother  Mexico,  the  scarcity  of  dependable  currency, 
and  the  capriciousness  of  Mexican  law  enforcement  officials  in  a 
nation  which  was  “forever  revolutionizing’’  held  little  hope  that  busi- 

*  There  is  no  biography  of  McKinney.  The  best  sketches  are  in  The  Writings  of 
Sam  Houston,  Amelia  W.  Williams  and  Eugene  C.  Barker,  eds.,  vol.  iv  (Austin, 
1941),  pp.  34-36;  and  in  G.  W.  Hayes’  “Island  and  City  of  Galveston”  (MS.  in  the 
Rosenberg  Librarj',  Galveston,  Texas),  pp.  816-823. 

The  best  sketches  of  Williams  can  be  found  in  The  W ritings  of  Sam  Houston, 
vol.  iv,  pp.  218-219;  Dictionary  of  American  Biography,  Allen  Johnson,  ed.,  vol. 
XX  (New  York,  1936),  pp.  289-290;  Hayes,  op.  cit.,  pp.  823-830;  and  in  S.  R.  Arm¬ 
strong’s  “Chapters  in  the  Early  Life  of  Samuel  May  Williams,  1795-1836”  (unpub¬ 
lished  master’s  thesis.  University  of  Texas,  1929). 
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Hess  could  Ik*  coiiduct(*d  in  ord(*rly  fashion.  As  Austin  wrote  Williams 
from  Monterrey  in  early  1834,  “the  real  fact  is  that  at  this  time  Texas 
does  not  bi'lonf?  to  Mexico,  nor  to  Coahuila,  nor  to  the  settlers  who 
have  redec-m’d  it — .  .  .  hut  in  point  of  fact,  it  Ix'longs  to  demagogues, 
pi*ttyfoggers,  visionary  s|K*culators  &  scheamers,  to  indians  to  anarchy 

discord  &  confusion — to  comprehend  all  in  one  word — [Texas]  is 
without  Government. ”2  Nor  were  conditions  much  better  in  the 
States,  where  nimblings  of  the  forthcoming  Panic  of  1837  were  al- 
r(*a<ly  iM'ing  h(*ard  to  such  an  extent  that  one  New  Orleans  merchant 
was  writing  as  follows:  “(Fjrom  prt*s(>nt  apix'arances  there  is  no  telling 
when  things  will  lx*come  regulated.  .  .  .  Kv(Ty  mail  from  the  North 
brings  ac/cts  of  failures  and  tlx*  distress  there  is  dreadfull — .  .  .  It  is 
necessaiy’  to  be  unusually  certain  in  makeing  engagements  for  the 
futim*.”^ 

I)e.spite  admonitions  for  caution,  McKinney  and  Williams  began 
purchasing  steadily  for  th(*  Texas  market,  with  most  of  their  stock 
coming  from  either  New  Orleans  or  Mobile.  For  men  who  were  for¬ 
ever  plagm*d  by  a  scarcity  of  fluid  capital,  they  worked  on  a  fairly 
expan.sive  scale,  as  evidenced,  for  instance,  by  the  fact  that  their  bills 
n*ceived  on  oiu*  February  day  alone  totah*d  nearly  $10,000.  On  the 
other  Imnd,  some  of  their  plantation  customers  w’ere  large-order 
clients,  so  that  there  was  reason  for  stocking  heavily.  Jared  Groce, 
w'ho  worked  the  largest  numlx*r  of  slaves  in  Texas,  might  order — in 
fact,  did  order  -  at  one  time  700  yards  of  bagging,  1,000  pounds  of 
cordage,  and  65  |K)unds  of  twine.  William  H.  Wharton,  another 
planter,  in  one  order  ask(*d  for,  among  other  things,  500  pounds  of 
bacon  hams  and  shoulders,  a  barn*l  of  mackerel,  200  yards  of  “course" 
towel  cotton  for  Negro  clothing,  100  yards  of  coarse  twilled  cloth  for 
Negro  pantaloons,  and  30  pairs  of  red  Negro  shoes.^  In  anticipation 
of  similar  occasional  orders,  it  is  understandable  why  and  how  the 
pair  of  merchants  could  so  blithely  order  large  lots  from  the  States. 


*  Stephen  F.  Austin  to  S.  M.  Williams,  January  12,  1834,  in  Williams  Papers, 
Rosenberg  Library,  Galveston.  Rosenberg  has  the  principal  collection  of  Williams 
papers,  about  4,000  items.  The  second  largest  collection  of  papers,  relating  to 
l)oth  men,  is  in  the  Archives  of  the  Texas  State  Library,  Austin,  Texas. 

Fdliott  W.  Gregory  to  S.  M.  Williams,  February  19,  1834,  Williams  Papers, 
Rosenlx*rg  I-ibrary. 

*  Towin'*  &  Reckwitli  to  S.  M.  Williams,  February  19,  1834;  E.  W.  Gregory  to 
McKinney  Groce  &  Co.,  February  19,  1834;  T.  F.  McKinney  to  S.  M.  Williams, 
June  2,  1S.34  (all  in  Williams  Papers,  Rosenberg  Librarj*). 
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As  they  prosperetl,  McKinney  and  Williams  branchetl  into  other 
enterprises.  They  joinetl  with  a  group  of  promoters  to  form  the  Gal¬ 
veston  City  Company,  which  obtained  title  to  most  of  Galveston 
Island  and  over  a  jx'riod  of  s(‘venty-five  years  sold  virtually  every  bit 
of  land  in  the  major  Texas  coastal  town  of  Galveston.  At  one  time 
McKinney  and  Williams,  as  their  share,  owikhI  one-fifth  of  the  city. 
The  pair  n*ceived  a  charter  for  establishing  a  bank,  the  only  l)ank 
chartcT  granted  in  Texas  by  the  state  of  Coahuila  and  Te.xas.  .Vlxiut 
1834  Williams  us<‘d  his  quietly  persua.sive  charm  to  obtain  a  right, 
later  wvoked,  from  (’oahuila  to  engage*  in  a  gigantic  land  s|)e*culation 
scheme,  which,  when  it  Ix’came*  public  knowledge,  causenl  a  con- 
.siderable  se'gment  of  the  Texas  {x)pulation  to  susp(*ct  the  purity  of 
Williams’  motive's.  But  where'as  senne  l)U.sine*.ssme‘n  wemld  have  e*em- 
jectured  anxiously  how  this  partial  fall  from  public  grae*e*  woulel  affe'e’t 
their  customer  interests,  no  such  thoughts  iX'rturlxHl  Williams.  .Vs 
he  wrote  one  ce)mplainant 

I  will  do  every  thinK  my  judgement  eonvince^s  me  will  n(jt  be  wrong, . . .  but 
I  never  will  swerv’e  from  what  I  know  should  be  done  beeaase  policy  might 
dictate  a  different  course.  ...  It  may  be  my  vanity,  but  I  have  believed  that 
from  my  exjjerience  I  could  organise  a  colony  better  than  any  other  penwm, 

- I  may  l)e  deceived, .  .  .  but  I  shall  try,  and  whether  I  plejise  or  displea.se, 

and  whether  I  am  an  aristocrat  or  a  democrat,  I  care  not  a  .straw  for  the  fact 
or  its  consequences.  .  .  ,  Popularity  I  always  have  and  do  despise  from  the 
core  of  my  heart,  ...  I  shall  adopt  such  general  rules  as  may  appear  l)est, 
and  when  persuaded  that  I  can  do  a  public  good  by  deviating  from  the  rules 
myself  I  shall  do  so  and  not  be  influenced  by  popular  clamor.  .  .  .  I  .  .  . 
never  shall  ...  be  goveme<l  by  a  principle  that  one  man  is  as  goo<l  as  another. 

Though  there  were  excursions  into  other  fields,  the  chief  work  of 
the  two  men  remained  their  mercantile  house.  As  the  hou.se  grew, 
its  activities  broadened  in  a  manner  tjrpical  of  eightetmth-century 
mercantile  capitalistic  operations.  Already  an  imixtrting  company 
operating  at  whoh'sale  and  retail  levi'ls,  McKinney  &  Williams  lx*gan 
to  exjxirt,  (‘Xtt'iiding  its  market  from  New  Orh'ans  to  Mobile,  on  to 
Baltimore,  and  finally  to  New  York  and  New  England  in  one  direc¬ 
tion,  and  to  Tampico  and  Vera  Cruz  in  another.  Cotton,  furs,  and 
hides  were  principal  export  items,  with  20  ix*r  cc'nt  as  tlu*  firm’s  u.sual 


*  S.  M.  Williams  to  Spencer  H.  Jack,  March  26,  1834,  Williams  Papers,  Rosen¬ 
berg  Librarj'.  Jack,  a  lawyer,  was  an  agent  for  Awstin  and  Williams. 
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coininission.®  Ex{>ortiiig  meant  Texas  purcliases,  of  course,  and  Texas 
purcliases  placed  a  further  demand  on  a  money  which  seldom  could 
be  found.  Credit  was  achieved  through  a  combination  of  faith  and 
maneuvering,  do  buy  cotton  for  export,  McKinney  gave  one  farmer 
a  note  for  $1 ,300  for  ninety  days,  and  then  wrote  Williams,  in  a  near¬ 
by  town,  not  to  fail  to  embark  on  the  next  ship  for  the  States  to  raise 
funds,  else  how  would  the  note  be  met?^ 

Further  expansion  and  correspondingly  greater  flexibility  was 
obtained  by  the  firm’s  becoming  Texas  agent  for  E.  W.  Gregory,  a 
New  Orleans  house.®  By  mid-Apiil  of  1834  Mclvinney  had  purchased 
a  llutboat  for  hauling  the  firm’s  cotton,* **^  the  beginning  of  a  small  fleet 
which  would  soon  oiien  up  internal  navigation  on  Texas  rivers  and 
then  expand  to  the  ownership  and  licensing  of  sev’eral  ocean-going 
vess(*ls,  which  in  turn  would  provide  a  nucleus  for  a  Texas  navy  when 
war  Ixjgan.  After  purchasing  three  steamers  in  1835,  McKinney  & 
Williams  dominatiid  the  Texas  carrying  trade,  both  freight  and 
passenger,  running  regular  steamer  schedules  on  Texas  rivers  and 
from  Quintana  to  New  Orleans.  On  their  boating  enterprises  the 
two  Texans  lost  consistently  and  were  enabled  to  remain  in  the 
carrying  trade  only  because  of  their  success  as  merchants  and  specu¬ 
lators. 

Meanwhile  in  Texas  storm  clouds  were  low'ering.  At  the  outset 
the  movement  toward  revolution  enjoyed  barely  majority  support 
from  Texjins,  the  older  stdtlers  being  especially  opposed  to  fighting  a 
fre(iuently  generous  if  erratic  host.  When  revolution  flared,  only  the 
mor(‘  sanguine  had  any  thought  of  independence,  the  idea  of  forming 
a  8(*parat(‘  nation  gaining  favor  only  as  the  Texans  liegan  to  feel  an 
Anglo-American  identity  in  their  stmggle  against  a  common  enemy. 
Such  a  lack  of  unanimity  would  naturally  increase  the  uncertainty  of 
an  already  disordered  business  and  [wlitical  situation,  so  that  when 
I'cvolulion  conniH'nced  in  OctolxT,  1835,  conditions  immediately 
worsened.  In  the  (‘iisuing  year  Texas  had  five  governing  groups,  and 
at  one  iwriod  two  executive  bodies  simultaneously  claimed  administra- 

*  T.  F.  McKinney  to  S.  M.  Williams,  April  19, 1834,  Williams  Papers,  Rosenberg 
Library. 

'  Ibid.,  April  14,  lSi4. 

**  E.  W.  Gregory  to  S.  M.  Williams,  April  16,  1834,  Williams  Papers,  Rosenberg 
Libraiy-. 

*  T.  F.  McKinney  to  S.  M.  Williams,  April  18, 1834,  Williams  Papers,  Rosenberg 
Library. 
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tive  jurisdiction  over  the  area.  Nonetheless,  Texas  fielded  an  army 
and  a  navy,  again  plagued  by  (lixnsion  of  command,  and  after  a  Fabian 
campaign  overwhelmingly  won  the  last  battle,  if  practically  no  other, 
routing  the  Mexicans,  capturing  Geneml  Santa  Anna,  and  assuring 
independence. 

After  the  war  erupted,  the  permanent  council,  Texas’  temporary 
governing  lx)dy,  soon  saw  that  organizing  the  logistics  of  a  war 
would  provide  an  im|K)ssible  task  for  a  new  government  which  had 
no  prestige,  no  certain  authority,  and  most  of  all,  no  specie  or  credit — 
only  vast  fertile  lands  of  no  market  value.  On  its  own  Texas  had  no 
way  to  turn. 

On  the  other  hand,  Samuel  M.  Williams  was  already  in  the  States 
on  business,  and  was  known  to  have  family  commercial  connections 
in  Mobile,  Baltimore,  and  New  York,  as  well  as  influential  business 
friends  in  New  Orleans  and  New  York.  At  the  same  time,  McKinney 
was  rea.s.suring  the  Texas  government  that  he  was  privah'ly  organizing 
“a  very  considerable  defence”  of  the  Brazos*®  and  that  he  was  pre¬ 
par'd  to  forward  to  the  army  such  supplies  as  would  lie  useful. 
Williams,  thi'n,  had  contacts  and  credit;  McKinney  had  a  straight¬ 
forward,  aggre.s.sive  manner  which  coiuinced  men,  and  was  disjilaying 
desire  to  participate  actively  in  the  organization  of  the  war.  Here 
were  tvvq  men  who,  in  so  far  as  financial  standing  and  organizational 
ability  were  concerned,  rated  higlier  at  the  moment  than  their 
government. 

Accordingly,  the  permanent  council  on  October  27  tc'iidered  to 
McKinney  an  appointment  to  raise  money  for  Texas  in  the  United 
States,  hoping  that  he  could  use  his  position  as  a  re.sponsible  merchant 
to  obtain  aid  where  the  Texas  government  apparently  was  helpless.** 
But  McKinney  refused,  explaining:** 


'°T.  F.  McKinney  to  Gail  Borden  and  R.  R.  Royall,  October  24,  1835,  in 
Official  Correspondence  of  the  Texan  Revolution,  1835-1836,  William  C.  Binkley,  ed., 
vol.  i  (New  York,  1936),  pp.  15-16.  Hereafter  cited  as  Binkley.  Borden  was  land 
commi.s.sioner  and  collector  for  Texas.  Royall  wa.s  a  member  of  the  |)ermanent 
council. 

"  McKinney  &  Williams  to  R.  R.  Royall,  October  28,  18o5,  Binkley,  vol.  i, 

pp.  21-22. 

*2  “Journal  of  the  Permanent  Council  (October  11-27,  1835).”  Kueiene  C. 
Barker,  ed..  The  Quarterly  of  the  Texas  State  Historical  Association,  vol.  vii,  no.  4 
(April,  1904),  pp.  274-275. 

T.  F.  McKinney  to  R.  R.  Royall,  October  31,  1835,  Binkley,  vol.  i,  pp.  36-37. 
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1  am  liappy  to  say  to  you  .  .  .  that  for  present  exigencies  I  conceive  Negoti¬ 
ations  can  l)e  made  on  individual  resixtiisibility  and  on  the  individual  re¬ 
sponsibility  of  McKinney  A  Williams  Sustained  by  our  neighbours — I  will 
procee«l  inimediately  to  negotiate  for  small  sums  to  supply  pressing 
demands  -  .  .  . 

Hut  my  duty  to  a  partner,  with  whom  I  am  interested  in  all  business  A  to 
whom  he  A  I  t)we  mutually  our  time  precludes  me  from  accepting  such  an 
agency  in  my  individual  capacity — Besides  I  hazard  nothing  in  saying  my 
partner  will  l)e  as  active  A  can  render  as  essential  Services  to  Texas  in  that 
way  as  any  |other|  in  it.  .  .  . 

Instead,  McKinney  off(*re<l  his  unoffieial  services  from  Quintana. 
“You  can,”  he  wrote,  “draw  on  us  for  5  or  6(K)$  at  a  time  until  we  can 
make  arrangements  for  getting  funds  from  the  United  States.  Money 
is  .so  .searei-  in  th(‘  country  that  I  am  afraid  to  liave  you  draw  on  us 
for  much  at  a  time,  l<*st  w(*  should  not  Ik‘  able  to  meet  your  Bills. — 

T<*xas  r(‘pli(‘d  with  a  s<‘eond  and  a  third  apiKiintment,*®  which 
likewisi*  were  refu.s«‘d  for  reasons  that  exiire.ss  well  one  hu.sine.ssman’s 
philosophy:*'^ 

I  mn  willing  so  far  as  [)os.sible  to  aid  in  such  public  service  when  I  can  be 
u-seful  without  pay  or  remuneration  I  am  unqualified  to  fill  office  to  myself 
and  my  Countiy,  n«)t  that  I  lielieve  I  have  not  sense  Enough  to  learn  what 
other  men  learn  but  Ixjcause  I  have  not  made  it  my  studey,  and  now  have 
not  time  from  my  private  business  to  qualify  myself  without  neglecting  it 
and  with  the  interests  of  many  are  .  .  .  my  relations  in  business  connected. 
I  owe  them  a  duty  and  must  fulfil  it.  It  is  not  pedantiy  in  me  nor  a  disrespect 
.  .  .  which  induces  me  to  decline  the  appointment ....  in  anything  w’hich  I 
can  Ik*  s(*rvicible,  I  will  take  pleasure  in  serving. 

Ill  a  later  letter  McKinney  reiterated  his  firm’s  willingiiess  to  pro¬ 
cure  or  di.stribute  any  typ<‘  of  .supplies  that  Texas  might  need,*^  his 


'*T.  F.  M<*Kiimev  to  President  of  the  Council,  November  11,  1835,  Binkley, 
vol.  i,  pp.  t»5-tki. 

Henry  Smitli  U)  T.  F.  McKinney,  December  2,  1835,  Binkley,  vol.  i.  pp.  151- 
152;  William  M.  (louge.  The  Fiscnl  History  of  Texas  (Philadelphia,  1852),  p.  25; 
William  Pettus  to  T.  F.  McKinney,  DecemlxT  14,  1835,  Binkley,  vol.  i,  pp.  190- 
191.  Smith  was  governor  of  Texas  at  this  time;  Pettus  was  a  contractor  for  the 
Texas  government. 

T.  F.  McKinney  tothe  Pntvisional  CKivernment,  DecemlH*r29, 1835,  Binkley, 
vol.  i,  pp.  2.50-251. 

”  McKinney  A  Williams  to  Wyatt  Hanks  and  J.  D.  Clements,  January  4,  1836, 
Binkley,  vol.  i,  pp.  270-271.  Hanks  and  Clements  were  members  of  the  Provisional 
Government . 
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only  insistence  Ix'ing  that  the  work  Ix'  doni*  by  private  citizens  un¬ 
fettered  by  Koveniment  connections.  In  all  the  supplies  which  Mc¬ 
Kinney  &  Williams  brought  to  Texas,  the  merchants  a.ssumetl  the 
risk  as  part  of  their  in.sistence  on  business  fre<*dom,  while  the  govern¬ 
ment  made  it.self  liable  for  the  las.st's  in  transit  of  other  a.s.sisting 
groups.  The  government  also  gaiiuxl  by  having  McKinney  &  Williams 
transport  its  voluntc'ers,  tin*  Quintana  merchants  charging  only  $5.00 
to  $7.00  each  fnim  New  Orleans  again.st  a  iLsiial  price  of  $10.00. 
Internal  trans|x>rtation  ran  alxiut  50  cents  a  head.** 

McKinney  and  Williams  liad  a  difficult  ixisition.  They  wantixl  to 
assist  the  ri'volution  by  any  practicable  nu'ans,  but  working  with  the 
various  governing  groups  t>ith(*r  confused  or  circumscrilx'd  their 
efforts.  They  could  complain  hoiu*stly  of  not  receiving  projxT  authori¬ 
ty  and  direction,*®  but  McKinney,  esjX‘cially,  lH*ing  an  impatu'iit 
man,  could  not  wait  for  a  muddled  officialdom  to  supjily  that  authori¬ 
ty.  Instead,  th(‘y  acted,  not  infreipiently  at  varianci*  with  the  wish(*s 
of  the  Texas  government. 

McKinney  advanced,  for  instance,  $2,000  to  Gen(*ral  M(*.xia,  a 
Me.xican  fighting  on  the  Texas  .side,  only  to  rec(‘iv(‘  a  letter  fnim  the 
lieutenant-gov(>rnor  not  to  advance  “one  cent  on  any  account”  as 
General  Mexia  was  “not  disix)sed  to  cooperate  with  us  in  the  way 
that  we  can  afford  him  any  aid  of  the  ixTuniary  kind. McKinney 
.said  nothing  to  Mexia,  Ix'lieving  the  Mexican  totally  devoted  to  the 
Texas  cause,  although  deserving  no  confidence  as  a  private  citizen, 
and  deploring  the  presence  of  Texans  “engag(*d  in  preaching  a  crusade 
.  .  .  against  all  Mexicans  &  in  favour  of  immediate  d(‘claration  of 
indeptuidence.  .  .  .”  He  added,  “I  r(‘aly  think  a  few  months  residence 
should  be  necessary  Ix'fore  mi'ii  should  be  so  very  active  &  warm  in 
]X)inting  out  .  .  .  what  course  to  pursue.”^* 

Further  misunderstanding  aro.se  over  the  imjx>sition  of  customs 
duties.  In  DecemlxT,  1835,  the  Provisional  GovernnuMit  pa.s.sed  a  law 
levying  customs  duties  of  10  to  20  piM-  cent,  the  law  to  take  effect  the 


"'See  various  receipts  in  McKinney-Williuins  PajM'rs,  .\rciiives  of  the  Texas 
State  Library.  < 

T.  F.  McKinney  to  Silas  Dinsniore,  November  25,  1835,  Hinkley,  vol.  i,  pp. 
115-1 16.  Dinsniore  was  a  minor  official  from  Columbia,  Te.xas.  f 
^"J.  W.  Robiason  to  T.  F.  McKinney,  Decemlier  17,  1835,  Binkley,  vol.  i, 
pp.  206-207. 

T.  F.  McKinney  to  the  Provisional  Government,  December  29, 1835,  Binkley, 
vol.  i,  pp.  249-250. 
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(lay  of  passage. 22  The  law  caught  McKinney  &  Williams  with  a 
sizable  shipimait  in  tran.sit,  thereby  cutting  into  their  income  exj^'c- 
tations,  as  well  as  delaying  distribution  until  the  cargo  couht  be 
ch(‘ck(*d  and  as.s(\s.s<‘d.  This  changi>  annoyed  McKinney,  who  re¬ 
minded  th<‘  Provisional  Government  that  the  first  difficulties  with  the 
M(  •xicans  had  grown  out  of  an  att(>mpt  to  impose  duti(‘S  in  Texas 
without  giving  notice! 

Since  one  ship  and  shipment,  worth  alxiut  M0,000,  had  been  s(*ized 
i)y  M(*xico  in  the  first  days  of  the  war,  why  not,  asked  McKinney, 
(‘xempt  the  firm’s  g(M)ds  from  duties  for  the  time  b(‘ing?23  The  council 
complied  with  an  ordinance  exempting  McKinney  &  Williams’  latest 
shipment  from  th(*  new  duties,  acknowledging  that  the  shipment  had 
lM‘(‘n  delayed  by  its  owners’ (*fforts  to  procure  arms  and  vessels  for  Texas’ 
defensi',  while  “other  owners  more  attentive  to  their  own  immediate 
interests,  than  their  country’s  weal,  have  escaped  the  consequences  of 
tholaw.’’24  It  was  a  gesture  with  both  pi'rsonal  and  practical  value. 

While  McKinney  was  running  the  partners’  business  in  Quintana, 
resisting  government  interference  and  direction  with  one  hand  and 
promoting  the  government’s  stability  with  the  other,  Williams  was 
in  the  United  Stat(‘s  pushing  lioth  le  firm’s  and  the  government’s 
business  with  equal  energy  and  affection.  He  loaded  ships,  scrounged 
for  supplies,  and  recniited  volunteers.25  He  talked  alxiut  the  pros- 
liects  of  a  loan  to  Texas  with  Northern  capitalists,  who  suggested 
that  he  and  McKinney  could  use  one  asjiect  of  their  multifarious 
activities  to  clinch  a  loan.  On  April  30,  1835,  a  half  year  before  the 
revolution  had  bt'gun,  Williams  had  obtained  a  remarkably  far-seeing 
charter  from  the  Coahuila  and  Texas  state  government  for  a  “Banco 
dc  Commercia  y  Agricultura,’’  the  first  legally  incorporated  private 
bank  to  transact  bu.siness  in  Texas2*  and  one  promising  better  pro- 

H.  P.  N.  (iiiiumol,  The  Ijorrs  of  Texan,  1H22-1897,  vol.  i  (Austin,  1898),  pp* 
98.3-989. 

T.  F.  McKinney  t<»  tlie  Provisional  Government,  December  25,  1835,  Bink¬ 
ley,  vol.  i,  pp.  238-2.39. 

Gnmmel,  op.  cit.,  vol.  i,  pp.  734-735,  1023-1024. 

J.  W.  Robinson  to  S.  M.  Williams,  February  27,  1836,  McKinney-Williams 
Papers,  .\rcliives  of  the  Texas  State  Library. 

***  The  bank  described  in  Carlos  E.  Castaneda’s  “The  First  Chartered  Bank 
West  of  the  Mis.sissippi:  Banco  Xacional  de  Texas,”  bulletin  of  the  Business  His¬ 
torical  Society,  v«)l.  XXV,  no.  4  (December,  1951),  pp.  242-256,  had  no  provision  for 
private  stockholders  or  private  operation  and  was  chartered  before  the  formation 
of  the  state  of  Coahuila  and  Texas. 
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tection  for  the  deixwitiiig  and  note-liolding  public  than  the  average 
bank  charter  then  in  force  in  the  Unite<l  States.  The  charter  provided 
that  the  bank’s  capital  should  not  exceed  $1,000,000;  that  the  bank 
could  not  be  opened  until  at  least  $100,000  had  enten^d  its  vault;  and 
that  the  bank  could  l(*nd  money  at  rates  up  to  10  jxt  cent.  The 
charter  also  contained  a  provision,  generally  lacking  in  banking  laws 
of  the  American  States,  that  Ix'fore  the  bank  should  lx?  iM‘rmitt<Hl  to 
op(‘n,  a  commis.sioner  should  ascertain  that  tlx*  requinxl  $100,000  had 
been  paid  in,  and  thereafter  should  make  annual  examinations,  thus 
marking  the  beginning  of  Ixink  supervision  in  Texas.^^ 

Although  in  the  disorganization  which  had  followed,  McKinney  & 
Williams  had  done  nothing  to  activate*  the  charter,  its  existence  was 
known  lx?yond  Texas  and  augmented  the  pair’s  prestige  in  financial 
circles.  Why  not,  suggested  the  New  Yorkers,  lu'gotiate  a  Texas  loan 
through  the  merchants’  own  bank,  “which  we  understand  is  alxiut  to 
be  established  in  Texas”?  New  Yorkers  were  already  considering 
subscribing  to  the  bank’s  stock  and  would  be  more  nearly  willing  if 
McKinney  &  Williams  could  show  shortly  that  the  bank  wjis  useful 
to  the  government  in  furnishing  money  or  negotiating  loans.^*  Mc¬ 
Kinney  agreed  that  immediate  establishment  of  the  bank  w’ould  give 
to  Texas  “many  advantages.”^® 

Despite  such  encouragement,  however,  the  firm  was  unable  at  this 
time  to  raise  the  $100,000  necessary  to  open  the  bank.  Friends  in  the 
United  States  actually  promised  McKinney  &  Williams  the  $100,000 
in  1835-1836,  but,  when  the  subscribers  delayed  till  the  Panic  of  1837 
struck,  they  were  unable  to  deliver  the  specie.  On  another  occasion 
McKinney  made  a  trip  to  New*  Orleans  to  obtain  gold  and  silver,  only 
to  find  that  New  Orleans  banks  had  suspended  specie  payments.  On 
December  10,  1836,  the  first  congress  of  the  Republic  of  Texas  passed 
a  joint  resolution  “for  the  relief  of  Messrs.  M’Kinney  and  Williams” 
authorizing  the  president  of  the  Republic  to  appoint  a  commissioner 
to  ready  the  bank,  as  granted  by  Coahuila  and  Texas,  for  oix'iiing, 
but  nothing  further  was  done  by  the  republic.^® 

Gammel,  op.  cit.,  vol.  i,  pp.  296-297. 

***  Citizens  of  New  York  to  S.  M.  Williams,  January  8,  1836,  Williams  Papers, 
Rosenberg  Libraiy;  T.  F.  McKinney  to  President  and  Cabinet,  March  28,  1836, 
Binkley,  vol.  i,  pp.  552-553. 

**  T.  F.  McKinney  to  President  and  Cabinet,  March  28,  1836,  Binkley,  vol.  i, 
pp. '552-553. 

Gammel,  op.  cit.,  vol.  i,  p.  1135. 
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I^it(*i-  the-  charter  was  recognized  by  the  State  of  Texas,  (*vT‘n  though 
the  Texas  constitution  .s|K*eifieally  outIawj*(l  eorixirate  hanking;  and 
Williams,  without  McKinney,  on  December  30,  1847,  opened  Texas’ 
first  bank  at  Galveston,  the  only  chartered  bank  to  opi'rate  in  Texas 
to  1865.  The  bank  continued  s(*rving  jx'ople  throughout  the  South¬ 
west  till  1859,  when  the  Texas  supnuiie  court  niled  the  bank  charter 
invalid  and  the  bank’s  transactions  in  violation  of  the  state’s  criminal 
laws,  following  which  the  bank  liquidated  its  as.s(‘ts  and  tran.sferred 
its  good  will  to  Ball,  Hutchings  &  Company,  a  private  bank  in  Galves¬ 
ton,  which  in  its  turn  continued  until  the  1930’s,  when  it  was  succeeded 
by  the  pre.s(*nt  Hutchings.  Scaly  National  Bank.  Before*  its  demise*, 
the*  C/e)mme*rcial  anel  Agricultural  Bank  eipened  a  branch  bank  at 
Bie)wnsville  in  the*  Hie)  Granele*  \'alle*y  which  transjie*te*el  a  re*six*etable* 
inte*rnatie)nal  busine*ss,  anel  Williams  was  |X'titie)ne*d  te)  e)pe*n  either 
brane*he*s  in  se*ve*ral  more*  Texas  teiwns.^^ 

One*  othe'f  wore!  shoulel  Ik*  saiel  alxiut  McKinne*y  efe  Williams  as 
banke*r.  Winning  a  war  anel  establishing  an  inele*iK*nele*nt  re*public  did 
not  seilve  currene  y  jiroblems  feir  Texas.  The  government  attempteel  to 
elo  its  eiwn  banking,  lx*coming  a  bank  of  i.ssue  and  flooding  the  e*e)untry 
with  virtually  unseH*ure*ei  jiaiier  that  was  he*avily  eliseounted.  Once 
again  the*  geivernment  turne*el  tei  the*  hem.se  of  Me*Kinney  &  Williams, 
which  e*e)ntinu(*el  tei  serve  as  banke*r  for  both  ix*ople*  and  government 
anel  which  preiviele'd  almeist  the  only  sounel  lianking  in  this  period. 

After  he*ateel  eie*bate*,  feir  Texjins  coulei  exe*rcise*  themse*lves  ein  the 
banking  que*stiem  as  re*adily  as  Jack.semians  in  the  States,  Texas  recog¬ 
nizee!  the*  me*re*hants’  financial  pre-<*mine*nce*  in  1841  by  authorizing 
McKinne*y  <fc  Williams  tei  i.ssue*  S30,0(K)  in  note*.s  to  circulate  as  money. 
For  se*e‘urity  Me*Kinne‘y  &.  Williams  utilize*d  mortgages  on  re'al  estate, 
NegreH*s,  anel  a  sawmill,  the*  ameiunt  eif  the*  mortgage*s  Ix'ing  limited 
te)  50  ix*r  ce*nt  of  the  value  of  the*  pro|x*rty.  It  was  a  ixiwer  given  to 
e-omjiaralively  few  banks,  jx'rhaps  unique*  in  having  Ne*grex's  as  ceil- 
late'ial,  ami  a  jiowe'f  that  when  grante*d  in  the*  State*s  was  fre*enie*ntly 
abused  by  excessive*  issue's.  But  Me*Kinne*y  &  Williams  bore  a  repu¬ 
tation  in  'I'e'xas  for  solidity  and  fen*  cennparativ  e  conservatism,  and 
there  was  Ix'fore  the*  geivei-jime'iit  the*  re*ce*nt  me'ineiry  e)f  the*  firm’s 

•“  Thoma-*  It.  l.o\o,  “Seme*  Kast  Texas  Banking  History,”  in  East  Texas,  Its 
History  and  Its  Makers,  Dabney  White  and  T.  C.  Richardson,  eds.,  vol.  iii  (New 
York,  r.  1940),  pp.  i:td7-13S4;  .\very  L.  C'arlson,  .1  Monetary  and  Hanking  History 
of  Texas  (Fort  Worth,  1931)),  pp.  3-4,  10-18;  Gouaie,  op.  cit.,  pp.  59-63. 
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lan?e  advances  to  Texas.^*  It  is  notable  that  when  in  1844  Texas 
exchequer  pajKT  was  Ixdng  discounted  nearly  50  per  cent,  McKinney 
<&  Williams’  bills  were  bringing  90  to  95  ixt  cent  of  their  face  value  in 
specie.^*  In  these  brief  statistics  lies  the  story  of  when*  Ti'xans’ 
confidence  rested. 

But  back  to  the*  lx*ginning  of  the  year  1836  and  a  Te.xas  revolution 
building  toward  a  climax.  While  Williams  worked  in  broader  sphen*s 
in  the  States,  McKinney  continued  to  run  the  Quintana  end  of  the 
busin(‘ss,  doing  whatever  set*med  best  as  each  situation  arose,  n*gard- 
less  of  lack  of  authority  or  pn^iHlent.  When  Jeremiah  Brown  arrivinl 
at  the  mouth  of  the  Brazos  from  New  Orleans,  McKinney  placed  him 
in  charge  of  the  government  schewner  Invincible  and  gave  him  orders 
to  proceeil  to  Copano.  When  McKinney  named  a  second  .sailor, 
William  S.  Brown,  to  the  command  of  the  Lil)erty,  the  government 
accepted  McKinney’s  aggres.sive  interest  in  the  navy  and  nK'om- 
mended  that  he  lx;  given  the  power  to  commis.sion,  take  oaths,  and 
transfer  commands.^^ 

Always  the  want  of  finances  troubled,  and  it  is  not  unusual  to  find 
McKinney,  as  on  January  25,  1836,  writing  the  Provisional  Govern¬ 
ment  not  to  draw  on  the  firm  until  it  could  make  “some  arrangements 
by  way  of  negociating  for  money  our  customers  are  making  daily 
calls  on  us  for  money  &  if  we  do  not  supply  them  you  know  they  mil 
des(;rt  us  &  our  business  must  fall  in  the  hands  of  other  merchants.”^* 

In  late  January,  McKinney  also  left  Quintana  to  go  to  New  Orleans 
on  a  foraging  expedition.  While  he  and  Williams  were  lx>th  away, 
significant  events  occurred  in  Texas.  On  March  2,  1836,  Texas  de¬ 
clared  her  independence,  making  that  Issue  clear-cut ;  on  March  6  the 
Alamo  fell,  with  every  Texan  soldier  there  losing  his  life — this  had 
both  military  and  psychological  implications;  and  on  March  27  the 
Goliad  massacre  occurred,  giving  Texans  another  rallying  cry.  Texas 
came  under  a  fourth  governing  group,  the  Convention,  which  in  mid- 
March  received  a  report  from  its  finance  committw  stating  that  al- 


Gammel,  op.  cit.,  vol.  ii,  pp.  598-600;  Carlson,  op.  cit.,  pp.  lOff. 

William  R.  Ho^an,  The  Texas  Republic;  a  Social  and  Economic  History  (Nor¬ 
man,  1946),  p.  101;  Gouge,  op.  cit.,  pp.  2.31-232,  234,  236. 

Jeremiah  Brown  to  Henry  Smith,  January  27,  1836;  D.  C.  Barrett  el  al.,  to 
J.  W.  Robinson,  February  1,  1836;  Jeremiah  Brown  to  Henry  Smith,  March  6, 
1836  (all  in  Binkley,  vol.  i,  pp.  342-343, 375-376,  and  483-484,  respectively). 

McKinney  &  Williams  to  the  Provisional  Government,  January  25,  1836, 
Binkley,  vol.  i,  pp.  338-339. 
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though  no  one  had  an  inclination  to  audit  accounts,  its  members  felt 
certain  that  the  house  of  McKinney  &  Williams  was  far  in  advance  of 
the  Texas  government  and  suggested  that  the  Convention  should 
consider  repayment  of  the  merchants  in  some  nebulous  future.®® 

In  the  midst  of  these  activities  McKinney  became  involved  in  an 
argumt*nt  with  William  Bryan,  the  Texas  agent  in  New  Orleans, 
growing  out  of  th(‘  ad  interim  government’s  placing  in  McKinney’s 
hands  all  available  Texas  funds  in  New  Orleans,  or  $10,000,  a  sum 
sup])orting  a  Texas  debt  there  nine  times  great(‘r.  It  is  an  episode 
complete  with  narne-calling,  attachments,  and  injunctions  against 
bank  withdrawals  that  arose  largely  from  the  lat<*st  metamorphosLs 
of  the  Texan  revolutionary  governing  body,  which  actually  was  un¬ 
aware  that  it  had  an  agency  in  New  OrUvans.  Wliile  the  Texas  govern¬ 
ment  sustained  McKinney  &  Williams’  jiosition,®^  the  incident  indi¬ 
cates  another  hazard  for  busine.ss  and  businessmen  when  performing 
patriotic  business  st^rv’ice  in  a  time  of  chaotic  politics. 

While  this  argument  was  raging,  military  peace  came  to  Texas  at 
the  battle  of  San  Jacinto  on  April  21,  1836.  Peace,  however,  brought 
no  more  solutions  than  it  ever  does,  and  Texas  found  itself  almost 
devastated,  with  little  immediate  means  for  correction.  Thomas  J. 
Rusk  wrote  that  the  army  had  been  entirely  destitute  of  medicines 
for  two  months  and  expressed  doubts  whether  there  was  $100  worth 
of  suppli(*s  in  the  entire  country;*®  while  McKinney  &  Williams,  which 
had  advanced  its  government  $81,791.05  at  this  time  at  charges 

James  CoIIinswortb  to  the  Convention,  c.  March  16,  1836,  Binkley,  vol.  i, 
pp.  503-504;  David  G.  Burnet  to  Bailey  Hardeman,  March  21, 1836,  Binkley,  vol. 
i,  p.  524.  Burnet  was  president  of  Texas  under  the  ad  interim  regime  which  suc¬ 
ceeded  the  Convention  on  March  17,  1836,  as  the  fifth  governing  agency  during 
the  rev«)lutinn;  Hardeman  was  the  secretaiy  of  the  treasury;  Collinsworth  was  a 
memiwr  of  the  t^mvention  from  Brazoria. 

See  Binkley,  vol.  ii,  pp.  595-596,  604-605,  608-610,  637-638,  651-653,  666-668, 
678,  701,  and  753-755.  When  later  in  the  dispute  Bryan  published  a  pamphlet 
giving  his  side,  McKinney  dismissed  Bryan’s  charges  with  an  airy  observation: 
“For  the  clamorous  complaints,  ...  we  care  not  one  copper;  nor  are  we  ambitious 
of  becoming  conspicuous  bj'  writing  a  book  or  making  publications.”  T.  F.  Mc¬ 
Kinney  to  Asa  Brigham  and  H.  C.  Hudson,  Augu.st  10,  1836,  Binkley,  vol.  ii,  pp. 
921-922.  Brigham  was  the  government  auditor  and  Hudson  the  controller. 

**  Thomas  J.  Rusk  to  -\lexander  Somervell,  June  22,  1836,  Binkley,  vol.  ii,  pp. 
810-812.  Rusk  was  a  former  secretarj’  of  war  now  holding  a  field  command,  while 
Somer\  ell  was  the  present  secretary  of  war. 
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ranging  from  per  (‘(Mit  to  20  p<'r  cent,^*  wrote  the  ad  interim 
government  as  follows:^® 

.  .  .  unly  a  few  days  supplies  are  on  hand.  .  .  .  We  re^nd  that  it  is  not  in 
power  to  come  fonrard  [to]  afford  the  aid  which  has  been  sujgtested  ...  as 
necissary  for  present  exigencies  without  doing  injustice  to  ourselves  &  our 
Friends  .  .  .  from  the  commencement  of  the  war  to  this  date  ...  we  have 
been  Elxhausted  in  a  pecuniary  point  of  view'  with  an  understanding  that 
some  permanent  arrangement  w'ould  be  made  by  which  we  would  be  reim> 
bursed  Time  has  passed  off  and  yet  we  find  no  relief  but  increased  demands 
.  .  .  Self  preser\’ation  demands  of  us  .  .  .  that  we  begin  to  view'  the  Ground 
on  which  we  tread  and  that  we  seek  safety.  ...  we  would  ask  of  each  member 
to  make  our  case  your  own  already  heavily  in  advance  to  the  Govt  daily 
increasing  not  a  remote  prospect  of  relief  means  of  relief  in  the  hands  of  the 
Govt  and  Bountifully  bestowed  on  Strangers  unknown  in  the  country  w'ith- 
out  having  rendered  any  services  what  ever  similar  |)owers  asked  for  by  us  in 
order  to  cover  our  responsibilities  &  either  denied  or  treated  with  Silence 
let  us  ask  of  you  if  these  are  circumstances  calculated  to  induce  as  to  extend 
any  further  aid  to  the  Govt  &  if  you  could  under  the  circumstances  feel 
disposed  yourselves  to  extend  any  additional  Facilities.  .  .  . 

But  jH‘aee  naturally  brings  thoughts  of  rofOiLstnu  tiou,  and  Mc¬ 
Kinney  and  Williams  made  their  plans,  suggesting  their  repayment 
through  the  sale  by  Thomas  Toby  of  New  Orleans  of  scrip  based  on 
Texas’  public  lands,  since  “not  a  single  dollar  was  to  be  expeeted  from 
taxation — The  ad  interim  government  promptly  authorized 
Toby  to  sell  up  to  500,000  acres  at  a  minimum  of  50  cents  an  acre, 
part  of  the  proceeds  to  be  used  to  reimburse  McKinney  and  Williams. 
As  it  turned  out,  however,  it  would  be  years  before  actual  rolief  ar¬ 
rived,  and  then  that  relief  would  be  only  partial.  Repayment  could 
never  have  been  exact,  since  some  of  the  Texas  archives,  containing 
accounts  of  McKinney  &  Williams  with  the  government,  had  been 

T.  F.  McKinney  to  Asa  Brigham  and  H.  C.  Hudson,  August  10,  1836,  Bink¬ 
ley,  vol.  ii,  pp.  921-922;  Asa  Brigham  and  H.  C.  Hudson  to  T.  F.  McKinney,  e. 
August  15,  1836,  Binkley,  vol.  ii,  pp.  936-938. 

'**’  McKinney  dc  Williams  to  President  and  Cabinet,  May  25,  1836,  Binkley, 
vol.  i,  pp.  681-683. 

Lorenzo  de  Zavala  and  Peter  W.  Grayson  to  President  and  Cabinet,  May  20, 
1836,  Binkley,  vol.  i,  pp.  695-698;  President  and  Cabinet  to  Thomas  Toby,  May 
23,  1836,  Binkley,  vol.  ii,  pp.  703-705;  David  G.  Burnet  to  Thomas  Toby,  May 
25,  1836,  Binkley,  vol.  ii,  pp.  705-706;  David  G.  Burnet  to  Thomas  Toby,  June 
20,  1836,  Binkley,  vol.  ii,  pp.  804-805.  De  Zavala  was  vice  president  of  Texas, 
and  Grayson  was  attorney-general. 
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lost  as  the  Kovcrnniciit  cliaiified  «‘sid(‘nee  several  times  to  avoid  cap¬ 
ture  by  Santa  Anna.^^  Much  later,  McKinney  said  that  it  took  the 
partiu'rs  twelve  years  to  adjust  and  settle  their  liabilities  grow'ing  out 
of  assisting  the  Texas  government.^* 

"rhat  tlu*  nuTchants  needed  aid  is  indicat<‘d  by  the  continuing  ap- 
ix*arance  in  New  Orleans  of  instruments  of  protest  for  the  firm’s  non¬ 
payment  of  nob'S,  including  one  draft  for  $3,378.59,  dating  back  all 
the  way  to  April,  1835.^^  Williams,  who  had  returned  to  Texas 
in  lat(‘  .spring  of  1836,  hurri(‘d  to  New’  Orleans  to  try  to  sell  land  scrip 
“to  derive  means  to  arrange  and  carry  on  our  busine.ss.”^*  He  in¬ 
tended  to  make*  a  six  weeks’  trip,  but  his  que.st  for  funds  and  supplies 
lured  him  on  to  Baltimore,  Philadelphia,  and  New  York,  where  he 
talked  Texas  land  for  a  year  while  hearing  promises  but  seeing  little  ca.sh. 

One  New  York  colleague,  departing  for  Alabama,  had  an  experience 
which  dramatizes  the  situation  in  which  the  Texas  merchants  found 
themselves.  As  the  New  Yorker  was  leaving  his  bank  with  expense 
money  for  his  journey,  he  was  handed  a  prote.sted  draft  for  $5,000  on 
McKinney  &  Williams,  which  meant  that  he  had  to  postpone  his 
departure  till  afternoon  to  obtain  cash  to  cov'er  the  draft.  At  2  o’clock 
in  the  afternoon,  as  he  w^as  attempting  to  leave  a  second  time,  an¬ 
other  prote.sted  draft,  this  one  for  $5,300,  arrived.  Before  he  could 
finally  leave,  a  third  draft  on  McKinney  &  Williams,  amount  unspeci¬ 
fied,  w’as  protested,  so  that,  as  he  told  Williams,  “I  had  a  little  Hell.” 
There  are,  he  added,  “frequent  enquiries  about  you  here  I  had  to  lie 
a  liUlo.”-‘6 

During  his  Eastern  swing  Williams  evidently  met  with  partial,  if 
not  complete,  success.  A  statement  of  January  2,  1837,  shows  that  he 
had  dis|K)S(‘d  of  69,120  acres  at  50  cents  an  acre,  or  a  total  of  nearly 
$35,000.^'’  Williams  himself  admitted  that  he  had  “done  some  good — 

Aiiiduvit  <tt  Henry  Smitli,  n.  d.,  in  McKinncy-Williams  Papers,  Archives  of 
(he  Texas  State  Library. 

State  Pajx'rs,  File  Hox  128,  Senate,  Archives  of  the  Texas  State  Library. 

Instrument  of  protest,  Union  Hank  of  Louisiana,  July  2,  1836,  Williams 
PajK'rs,  Hosenberg  Library. 

S.  M.  Williams  to  Sarah  J.  Williams,  August  4,  1836,  Williams  Papers, 
HostMilHMK  Library.  Sarah  Williams  wa.s  the  wife  of  Samuel  M.  Williams. 

Kdward  Hanrick  to  S.  M.  Williams,  December  21,  1836,  Williams  Papers, 
Hosenl)erK  Library. 

*'  Statement  of  account,  McKinney  &  Williams,  January  2,  1837,  Williams 
PaiH'rs,  Hosejilwrg  Library. 
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.  .  .  not  ...  as  much  as  I  wished  nor  as  much  as  I  expected,  but  .  .  . 
all  I  could.”  Meanwhile  he  was  looking  out  for  other  means  of  helping 
both  government  and  firm,  dropping  dowm,  for  instance,  to  Baltimore 
to  load  the  brig  Flight  with  supplies  for  Texas.^*  As  wint^'r  followed 
autumn,  and  then  spring  and  summer  came,  Williams  began  to  write 
consistent  apologies  to  his  wife,  explaining  his  continued  absence.  The 
letters — and  the  explanations — give  an  insight  into  Williams'  moti¬ 
vation,  as  when,  in  June,  1837,  he  wrote:"** 

If  1  thot  my  mutives  had  been  purely  perM)nal  interest  and  benefit  I  should 
most  Certaiidy  feel  that  I  had  acted  towards  you,  with  the  greatest  injustice 
and  unkindness,  but  whether  1  have  succeeiled  or  not  in  doing  any  good  for 
my  Country  I  can  safely  swear  that  my  Anxieties  have  been  deeply  taxed  in 
her  liehalf.  .  .  .  You  who  know  me,  dear  Sarah,  know  well  that  I  am  not  seek¬ 
ing  for.  proud  and  elevated  distinction  from  my  Country.  I  am  satisfied  that 
vain  and  sycophantic  panders  and  flatterers  of  great  men  should  reap  all  the 
harvests  of  public  employment ;  and  I  think  (stc)  God  that  I  feel  a  Self  Con¬ 
viction  that  no  elevation  made  by  Texas  could  possibly  infuse  into  me  a 
different  spirit  than  the  one  I  bear. 

By  this  time  Texas  was  getting  reasonably  well  established  as  a 
political  republic,  tom  between  a  desire  to  travel  a  lone  road  or  to 
join  the  United  States.  But  during  its  entire  decade  of  independence 
Texas  fought  the  battle  of  finances  and  continued  to  lean  heavily  on 
the  mercantile  house  of  McKinney  &  Williams  until  annexation  to  the 
United  States  helped  to  solve  the  problem. 

In  1837  the  partners  moved  their  business  house  to  Galveston, 
building  the  first  wharf  and  wrarehouse  there  and  maintaining  their 
business  relationship  until  Williams  died  twenty  years  later,  although 
the  firm  had  ceased  to  be  an  active  partnership  by  1853.  When  finally 
Texas  tabulated  its  debts  for  the  period  of  revolution  and  just  after, 
it  found  itself  $153,408  in  arrears  to  McKinney  &  Williams;  part  of 
which  Texas  still  owes  in  1952.  As  the  accepted  figure  for  the  total 
cost  of  obtaining  independence  is  $1,250,000,®®  this  means  that 
McKinney  &  Williams  actually  paid  one-tenth  the  cost  of  a  war, 
without  estimating  the  merchants’  value  in  inspiring  other  men  and 


t 


S.  M.  Williams  to  Sarah  J.  Williams,  January  6,  1837,  Williams  Papers, 
Rosenberg  Library. 

«  Ibid.,  June  18,  1837. 

Eugene  C.  Barker,  The  Finances  of  the  Texas  Revolution  (Boston,  1904),  p. 
634;  Edmund  T.  Miller,  A  Financial  History  of  Texas  (Austin,  1916),  p.  17. 
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groups,  in  Tcxjis  and  in  the  United  States,  to  give  eash,  pledge 
lands,  raise  troops,  and  most  of  all,  extend  credit  to  a  goveniment  al¬ 
most  totally  without  resnurees.  In  the  period  when  Texas  was  drifting 
worst,  the  house  of  McKinney  &  Williams  was  the  nearest  thing  to 
a  huoy  to  which  a  nidflerless  Texas  (‘conomy  could  anchor. 

('onjeeturing  how  a  mov(*ment  would  have  fared  without  the  aid 
of  certain  men  or  certain  events  can  be  a  fniitless  endeavor,  academic 
at  l)est,  for  then'  is  an  inexorability  alxnit  history  which  leads  observ’- 
ers  to  feel  that  if  a  movement  had  not  materialized  this  year,  it 
wouhl  have  come  not  too  much  later.  Still,  it  is  obvious  that  the  role 
of  McKinn-ey  &  Williams  in  underwriting  the  Texas  revolution  was 
vital  to  the  success  of  the  movem(>nt  to  .sejiaratc*  Texas  from  Mexico 
and  the  subsc'quent  establishment  and  maintenance  of  an  indejK*ndent 
republic  for  a  decade,  and  that  in  the  years  1835-1836,  at  least,  the 
Westward  Movf*ment  which  l(‘d  to  the  eventuiil  absorption  of  Texas 
by  the  United  States  was  made  possil)le  in  great  part  by  the  ready  aid 
of  the  two  I'exas  nuTchants,  Thomas  F.  McKinney  and  Samuel  M. 
Williams. 

'Fwo  l)etter-known  I'exans,  writing  in  1873,  confirm  this  opinion. 
Wrote  Gail  Borden,  a  Republic  of  Texas  official  who  later  made  a 
national  reputation  as  the  inventor  of  the  conden.sed  milk  proci'ss: 
“no  [one]  did  so  much  to  encourage  and  sustain  the  little  band  battling 
against  Santa  Anna”  as  McKinney  and  Williams.  And  Edwin  Waller, 
who  had  be<'n  a  member  of  the  Con.sultation  of  1835,  added:  “Indeed 
it  was  the  prevailing  opinion  [in  1836]  that  but  for  the  timely  aid  of 
McKinney  &  Williams,  our  Revolution  would  have  been  a  failure.”®' 

Joe  B.  Frantz 

University  of  Texas 
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LABOR  IN  THE  EARLY 
NEW  ENGLAND  CARPET  INDUSTRY 


In  the  annals  of  Anicrican  laf)or  the  doods  of  the  carix't  weavers 
are  writ  large.  Their  exiM'riene(‘s  are  signiheant  not  only  for  the  labor 
movement;  they  hav’e  j)ermanently  left  tln'ir  mark  on  the  business 
iiLstitutions  which  were  involv(Hl.  In  no  etist*  is  this  more  true  than  in 
that  of  th(‘  Bigelow-Sanford  Canxd  Company.  A  study  of  tlu*  history  | 

of  this  company  is  under  way  at  the  Harvard  Busiiu“ss  S<*h(M>l.  This  | 

paiXT  is  drawn  mainly  from  the  records  of  the  two  largest  and  most  | 

imjwrtant  of  Bigelow-Sanford ’s  .six  ant(‘-l)<‘!lum  pn*dece.s.sors:  the  I 

liowell  Manufacturing  Company  and  the  Thompsonville  Carixd  * 

Manufacturing  Company.  | 

The  car{xd  indust ly'  was  a  late  comer  in  American  textile  develoj)-  | 

ment.  In  1824  a  congressman  protested  that  the  proix)s<‘d  cariK*t  | 

tarilT  had  no  application  to  the  manufactures  of  the  country.  Whether  | 

this  new  tariff  was  the  catalyst  or  not,  the  next  half-dowMi  years  saw  ^ 

*  the  establishment  of  many  large  firms.  The  striking  fact  about  this  | 

growth  is  that  it  was  ba.sed  on  the  hand  loom.  i 

This  situation  createtl  the  first  labor  problem:  that  of  sui)ply.  The 
carpet  manufacturers  of  the  Philadelphia  area  drt'W  weavers  from  the 
other  textile  trades,  but  no  such  supply  existed  for  the  New  England 
entrepreneur.  Since  hand  weaving  required  a  high  degree  of  skill,  the 
New  England  farm  girls  were  not  the  answer,  as  they  had  Ixx*!!  in 
power-loom  industries.  It  was  to  the  skilled  workers  of  Great  Britain 
that  the  first  two  large  companies  turned.  In  1826  Alexander  Wright 
of  Medway,  Massachusetts,  went  to  Scotland,  and  with  the  aid  of  his 
relatives  induced  some  twenty  carpet  w’eavers  to  return  with  him. 

Since  Wright  had  very  limited  means,  these  men  probably  paid  their 
own  way.  After  two  years  the  Ix)well  Manufacturing  Company, 
headed  by  Boston  merchants,  Ixiught  out  the  Medway  bu.siness  and 
the  Scotch  formed  the  nucleus  of  the  much-expanded  firm  in  Ix>well. 


Editor’s  Note:  This  paper  was  read  at  a  joint  meeting  of  the  Basines.s  Hi.storical 
Society,  Inc.,  and  the  American  Historical  Association,  held  in  New  York  on 
December  28,  1951. 
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There  is  no  indication  that  tins  company  ever  aetiv'ely  engaged  in 
recruiting  al)road,  but  tlie  Scotch,  attracted  by  the  original  group, 
continued  to  come  to  I/)vvell. 

The  Thompsonville  Carix?t  Manufacturing  Company,  of  Enfield, 
Connecticut,  on  the  other  hand,  commenced  in  1828  with  a  definite 
program  of  procurement  of  fonign  labor.  One  of  the  owners,  a  carpet 
manufacturer  in  Kilmarnock,  Scotland,  signed  workers  to  a  tw'O-year 
contract  for  a  bonus  of  6  pence  sterling.  Passage  money  was  to  be 
n*paid  from  wages  which  were  to  be  set  at  the  prevailing  American 
rate.  While  the  majority  of  men  thus  obtained  were  w'eavers,  some 
were  dyers  and  machinists.  For  the  spinning  process  the  comiiany 
us(‘d  Ameiican  men  and  women.  I^ter  in  the  forties  when  the  worsted 
spinning  mill  was  built,  Englishmen  were  brought  over,  and  about 
this  tinre  the  Irish  liegan  to  drift  in.  In  1848,  liefore  the  installation 
of  the  i)ower  loom,  65  per  cent  of  the  employees  were  English,  Scotch 
and  Irish.  Such  figures  underestimate  the  importance  of  th(>se  na¬ 
tional  groups  since  they  tend<*d  to  be  concentrated  in  the  skilled 
optTations.  T|ie  introduction  of  the  powder  loorii  increased  the  num¬ 
ber  of  Americans  from  35  per  cent  to  55  per  cent  within  a  year.  It 
also  increased  the  number  of  women — though  the  exact  figures  are 
not  clear.'  Finally,  it  meant  the  disappearance  of  the  tread  boy — the 
weaver’s  assistant.  Although  hours  were  long,  the  tread  boy  has 
survived  in  Thompsonville  legend  as  a  jolly,  good-natured,  romping 
boy.  Betw'een  tours  of  duty,  he  pelted  the  Shaker  farmers  with  their 
own  proi’uce,  or  transformed  the  packing  boxes  into  cages  fora  menag¬ 
erie.  While  a  few  may  have  been  sufficiently  studious  to  read  as  they 
trod,  the  company  found  it  w  ise  to  select  the  master  of  the  night  school 
for  his  strong  arm.^ 

The  character  of  the  labor  undoubtedly  contributed  something  to 
the  creation  of  the  factory  system.  In  Philadelphia  many  of  the  local 
workers  continued  in  their  homes.  In  New'  England  the  uprooting 
had  l)e(‘n  done,  and  the  gathering  of  all  under  one  roof  for  control  pur¬ 
poses  was  facilitated.  The  coordination  of  a  sizable  labor  force  to 
produce  goods  called  forth  new  management  personnel,  techniques, 
and  skills.  In  the  corporations  the  board  of  directors  determined 
general  production  and  labor  policies.  At  Thompsonville  the  dirt'ctors 
went  further,  setting  wage  rates  and  drawing  up  the  detailed  factory 

'Horace  C.  Brainanl  Manuscript  Collection,  in  the  posseasion  of  Mrs.  Willis 
Clarke  Noble,  Forest  Hills,  New  York. 
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rules.  The  agent  or  factory  superintendent  was  the  recipient  of  their 
orders  and  in  return  furnished  them  with  information  and  advice. 

Below  the  agents  were  the  overseers,  wiio,  in  addition  to  |x*rforming 
the  tasks  of  suiiervision,  fulfiliiKl  staff  functions  of  hiring,  firing,  and 
disciplining.  One  department  at  Thompsonville,  the  wrorsted  .spinning, 
was  nm  by  a  contractor,  w  ho  was  alsf)  rt'spon.sible  for  paying  his  crew. 
These  overseers,  drawn  mainly  from  the  ranks  of  the  Scotch  em¬ 
ployees,  by  their  loyalty  during  the  strikes  of  1833  and  1848,  showinl 
that  from  the  iK'ginning  they  con.sidereil  themselves  as  part  of  the 
management. 

Sp(‘cifically,  what  problems  did  the.st‘  men  face  in  organizing  a 
prixluction  unit,  and  what  wen*  their  solutions?  In  the  matter  of 
hours  they  followed  the  usual  practice  of  sunu])  to  sundown.  This 
meant  twelve  hours  a  day  in  the  lH‘ginning,  though  in  the  early  fifties, 
as  a  n'siilt  of  the  giaieral  agitation  for  a  ten-hour  day,  the  Low(‘ll 
company  voluntarily  n'duced  its  week  from  72  to  66  hours. 

Wage  rates  at  Thomp.sonviIle  were  originally  set  after  l)oth  man¬ 
agement  and  labor  had  conducted  a  survey  of  the  industry.  As  new 
grad(‘s  of  carjx't  were  manufacturi'd,  the  company  established  rates 
unilaterally  despite  the  protests  of  the  weavers.  Tracing  the  course 
for  one  of  the  staples,  .sufx'rfine  ingrain,  we  .see  that  the  rate  in  1829 
start(*d  at  14J^  cents  a  yard.  Since  a  minimum  production  was  al)out 
6  yards  a  tlay  and  an  averagi?  8  yards,  the  wi'av^er  could  earn  from 
85.00  to  $7.00  a  week — and  this  at  a  time  when  room  and  board  cost 
$2.00.  After  1837  the.se  rates  dropped  to  12  cents  a  yard,  and  weekly 
earnings  from  $4,00  to  $6.00.  On  the  eve  of  the  adoption  of  the  iK)W'er 
loom  in  1847,  the  rate  was  13  cents.  At  I^owell,  jxiyments  .stsun  to 
have  l)een  about  a  cent  less  a  yard.  When  the  jwwer  loom  was 
introduced  there  in  1844,  the  rate  w’as  set  at  4J^  cents.  This  slowly 
declined  to  below  3  cents  in  the  fifties.  By  this  time  production,  how¬ 
ever,  averaged  25  to  30  yards  a  day.  In  1849  the  women  who  had 
replaced  the  men  were  getting  about  $5.00  a  week.  Meantime  the  old 
skilled  weavers  were  lused  as  section  hands,  supervising  10  to  12  looms 
at  about  the  same  rate  of  pay  as  previou.sly,  though  with  a  chance 
for  a  production  bonus  of  25  per  cent. 

Records  do  not  extend  to  annual  earnings.  The  work(*r  w’as  .sub¬ 
jected  to  periodic  shutdowns;  those  in  Lowell  in  1842  and  1843  lasted 
six  or  seven  months.  But  a  manufacturer  w'ho  had  gone  to  consider¬ 
able  effort  to  gather  a  skilled  staff  was  reluctant  to  risk  its  dispersal, 
and  therefore  probably  gave  more  consideration  than  many  other 
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buKinossmcn  to  ke(‘ping  the  mills  o{)eii.  The  possession  of  an  uncom¬ 
mon  skill  thus  Rave  to  the  carpet  weaver  more  security  and  greater 
continuity  of  employment  than  was  vouchsafed  to  most  factory 
workers. 

tk)ually  important  with  wage  issues,  often  more  crucial,  and  cer¬ 
tainly  more  difficult  to  solve,  were  problems  of  discipline.  This  w'as 
an  area  in  which  management  in  the  pre-factory  period  had  had  little 
ex|x*rience.  To  the  w'orker,  restraint  was  the  aspt*ct  of  the  industrial 
system  most  strange  and  disturbing.  The  aim  of  management  w’as 
production.  The  aim  of  the  w'orker  was  tlu*  retention  of  as  much  of 
his  old  independence  of  action  as  po.s.sible.  Since  he  W'as  a  memlier  of 
a  group  which  had  a  skill  mono))oly  and  since  he  himself  had  a  personal 
one — for  no  other  could  duplicate  his  touch  on  an  unfinished  piece  of 
goods — he  was  in  a  strong  position.  To  the  query  of  the  agent  as  to 
how  production  could  b<‘  improved,  the  weavers  replied,  “The  only 
proper  remedy  was  to  discharge  a  man  who  did  not  suit  him.”*  This, 
of  course,  in  the  tight  lal)or  market  was  the  equivalent  of  burning 
down  the  bam  to  get  rid  of  the  mice.  Attempts  at  control  varied 
from  nrohibitions,  to  time  limitations,  to  incentives.  In  the  first 
category  were  bans  on  smoking,  reading  n(*w'spaiK*rs  and  unauthoriz<*d 
absences  of  more  than  15  minut(*s.  Secondly,  the  workers  were  re¬ 
quired  to  give  a  webb’s  or  piece’s  notice  Ix'fore  leaving  and  failure  to 
finish  two  cons(*cutive  pieces  within  the  prescribed  time  could  result 
in  dismis.sjil.  Finally  suiierimjwsed  u|X)n  the  piece-rate  stnicture  was 
a  .system  of  fines  and  premiums.  Of  varying  effectiveness,  only  the 
rule  on  ab.sences  was  rev  oked — and  that  only  after  a  strike. 

In  addition  to  its  relations  with  lal)or  in  the  factory,  the  manage¬ 
ment  had  r(‘siK)nsibilities  towards  lat)or  in  the  community,  a  respon- 
.sibility  reinforced  by  the  desire  to  attract  and  keep  its  labor.  The 
liowell  company,  obviously,  followed  the  general  Lowell  system,  but 
in  addition  provided  cottages  for  the  married  weav’ers.  In  Thompson- 
ville  the  first  workers  stayed  in  tlu'  l>oarding  hou.ses  used  by  Connec¬ 
ticut  Kiv'er  Iwatinen.  Evidently  the  company  guaranteed  businc.ss 
to  the  innkeejx'rs,  Ix'cau.se  a  .strike  occurred  when  it  insisted  on  men 
living  there  after  a  rise  in  l)oard.  By  the  second  year  the  company 
had  con.structed  the  group  of  small  six-room  houses  known  as  Scotch 

*  John  R.  Commons,  and  others,  A  Documentary  History  of  American  Industrial 
Society,  vol.  iv,  Supplement  (Cleveland,  1910),pp.  93-94. 
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Row.  l^atcr  for  the  English  workers  came  Cottage  Green.  A  few  of 
these  dwellings  are  still  being  utilized. 

As  far  as  can  be  determined  there  never  was  a  company  .store;  the 
management,  however,  dictat<‘d  policy  to  the  storekeepers  on  leased 
land  to  the  extent  of  forbidding  the  sale  of  .spirituous  liquors.®  It 
also  provided  a  building  for  the  Presbyterian  Church  and  another  for 
the  Odd  Fellows.  This  was  about  as  much  interference  as  the  Scotch 
W’ould  accept;  they  were  poor  subjects  for  l^iritan  patemali.sm.  When 
the  pn‘sident  of  the  company  gave  some  broadcloth  to  the  men  and 
silk  to  the  women  for  Christmas,  it  was  promptly  returned  with  the 
comment,  “If  you  give  us  our  proix*r  wages,  we’ll  buy  our  own  suits 
and  dresses.’’* 

The  Scotch  of  Thompsonville  were  a  closely-knit  assertive  group. 
Coming  from  a  few  towns  in  Scotland,  they  moved  into  a  village  in 
which  they  equalled  if  they  did  not  outnumber  the  original  inhabi¬ 
tants.  Instead,  therefore,  of  merging  with  the  broader  community, 
as  they  did  in  Lowell,  they  remained  a  distinctive  group.  While 
today  the  restrained  Puritan  and  the  dour  Presbyterian  might  be 
considered  two  of  a  kind,  they  were  perhaps  too  much  alike  in  in¬ 
flexibility,  seriousness,  and  shrewdness  to  gloze  over  minor  differences 
in  custom  and  religious  obseiA'ance.  An  early  bone  of  contention  was 
the  Scotch  habit  of  merrymaking  on  New  Year’s  Day.  I^ter,  the 
two  groups  clashed  in  politics  inasmuch  as  the  old  farming  interests 
remaiiMHl  democratic  and  the  newcomers  became  Whigs.  This  breach 
was  not  narrowed  when  the  Scotch  hired  a  cannon  from  Springfield 
to  celebrate  the  first  victory  of  a  protectionist  at  the  polls.  The 
economic  advantages  of  a  growing  market,  however,  softened  the 
first  bitterness,  and  by  the  mid-fonies  the  community  had  achieved 
a  certain  unity — from  a  Scotch  point  of  view;  whether  from  amalgam¬ 
ation  or  domination  is  not  clear.® 

To  the  factory  the  Scotch  brought  the  British  idea  of  group  associa¬ 
tion  for  benefits  and  union  activity.  Again,  the  Thompsonville 
weavers  were  in  a  stronger  position  than  those  at  Ixiw'eU,  inasmuch  as 
they  were  the  group  which  could  close  down  the  comi>any,  while  in 
Ma.s.sachusetts  the  carpet  department  was  a  minor  one.  To  bolster 

3  Directors’  Minutes,  July  22,  1835,  Thompsonville  Carpet  Manufacturing 
Company. 

*  Willard  H.  Furey  Manuscript  Collection,  Thompsonville,  Connecticut. 

*  Brainard  Ms. 
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their  monoiKily  |M>sitioii  the  Thompvsonville  weavers  immediately 
established  a  joint  bargaining  agency.  'Phis  was  accepted  by  the 
management  without  complaint.  Through  it  agrwments  were  reached 
on  the  original  wage;  rat(‘8,  and  negotiations  relating  to  working  rules, 
living  conditions,  aiul  rates  for  new  goinls  were  carried  on  jx'riodically. 
Such  prociKlure  ditl  not  guarantei*  iK*ac(‘ful  settlement,  but  the  strikes 
that  followed  in  the  wake  of  the  early  disputes  were  quickly  com- 
promis«*d. 

Not  so  easily  solved  was  the  major  crisis  of  1833.  Tlu*  workers  were 
restless  under  the  factoiy  systiun;  the  management  was  in  financial 
trouble.  'Flu*  giievances  of  the  workers  included  the  aliolition  of 
pr(>miuins  and  the  arbitrary  setting  of  rates  on  new  goods.  While  they 
agr<*(*d  that,  “the  introduction  of  new  and  fancy  fabrics  are  alike 
Ix'iH'ficial  to  all  tin*  employed  as  well  as  the  employers,”  they  added 
that,  “wh(‘n  there  is  additional  lalwr  it  is  right  the  laborer  .should  have 
remun(*ration  for  his  <‘Xtra  work.”®  The  actual  cau.si'  of  the  exjilosion 
was  the  (tismis.sal  of  a  weaver  without  giving  him  a  webb’s  notice. 
At  a  mass  meeting  th(>  agent  agrei'd  to  rehiri*  the  man  and  to  adhere 
to  such  notice  in  the  future.  B(‘fore  the  nu'eting  could  Ik?  adjourned, 
however,  sonusme  brought  up  the  (luestion  of  the  rates  on  new  goods. 
The  agent  .sugge.st<‘d  that  tlu*  weaviTs  jietition  the  Ixiard  of  directors. 
\\'hen  the  Ixtard  insisted  that  tlu*  company  could  not  increa.se  its 
wages,  and  consequently  shut  the  factory,  the  weavers  set  up  a  com¬ 
mittee  to  write  to  other  carfK*t  cent(‘rs  and  to  pay  each  weaver  from 
S2.(M)  to  $3.00  a  wi^ek  from  benefit  funds.  Presently  contributions 
came  from  the  other  centers,  while  the  company  was  blocked  in  its 
efforts  to  ]>rocure  replacements  by  the  r(‘fu.sal  of  weavers  in  other 
localiti(‘.s  to  come  to  Thompsonville.  Despite  the  boast  of  one  partici¬ 
pant  that  they  had  broken  companies  in  the  old  country  and  would 
break  this  one,^  the  strike  was  peaceful.  Personal  relations  were  so 
g<M)d  that  .some  of  the  strikers  wiTe  employed  by  the  agent  on  his 
farm.  After  thn‘e  weeks  the  manag<'nu>nt  act(*d  to  break  the  impassi?. 
'Phe  pr<‘si(h‘nt  of  the  union  was  won  over  by  the  offer  of  a  supervisory 
IKisition,  and  the  other  l<*ad(‘rs  wi'n*  arre.st(‘d.  Still  the  workmen 
stay(‘«l  out.  Finally  the  company  enlisted  some  strikebreakers  from 
its  warehous<*  cr(‘w  in  New  York  and  from  their  friends  among  immi¬ 
grant  linen  w<‘av(*rs.  Failing  to  dis.suade  tlu*  new  arrivals,  the  Thomp- 

*  Commons,  op.  cit.,  p.  116. 

^  Ibid.,  p.  2.'i. 


Bulletin  op  the  Business  Historical  Society  25 

sonville  weavers,  after  some  maneuvering  to  obtain  the  release  of  the 
leaders,  went  back  to  work  at  lower  rates.  For  a  time  some  feeling  exis¬ 
ted  between  the  old  and  the  new  workers,  and  for  several  years  disputes 
dragged  on  in  the  courts.  Hearing  from  the  judge  that  an  agreement 
to  w’ork  only  for  certain  rates  was  not  an  indictable  offense,  a  Hartford 
county  jury  refused  to  convict  the  strikers  of  conspiracy.  Yet  another 
decision  denied  the  leaders  any  damages,  so  the  matter  was  dropped. 
By  this  time  the  more  discontented  had  drifted  off  with  testimonials 
from  the  company  as  to  their  “honesty,  sobriety,  and  industry.”* 
The  rest  of  the  decade  was  quiet,  despite  a  wage  cut  in  1837  and 
payment  in  carpets  in  1839;  the  forties  were  more  turbulent.  After 
one  strike,  for  an  undisclosed  reason  in  1843,  there  was  another  in 
1846  which  was  part  of  an  industry-wide  movement.  In  that  year 
Orrin  Thompson,  president  of  the  Thompsonville  Carpet  Manu¬ 
facturing  Company,  led  a  movement  for  a  25  per  cent  wage  retluction. 
Though  the  low  Walker  Tariff  may  have  influenced  him,  the  main 
reason  for  his  action  was  the  successful  introduction  by  the  lA)well 
company  of  a  power  loom.  .Vs  initially  used,  the  power  loom  cut 
dirt'ct  w(>aving  costs  from  12  cents  to  cents  a  yard;  but  since  the 
exp(m.ses  of  supervision,  repairs,  and  interest  increased,  the  over-all 
savings  were  about  25  per  cent.  Within  a  few  years,  further  declines 
in  weaving,  supervision,  and  repairs  reduced  the  over-all  cost  from 
the  pr(‘-power  figure  of  14  cents  a  yard  to  just  over  6  cents.  Thomp¬ 
son,  who  was  a  close  competitor  of  the  Ix>well  company,  had  no 
alternative  but  to  act.  In  reply,  34  delegates  from  31  factories  as¬ 
sembled  in  New  York,  with  Thompson  employees  dominating  the 
meeting.  Denouncing  the  cut  as  unnecessary,  unjust,  and  pauperiz¬ 
ing,  the  delegates  concentrated  most  of  their  fire  on  the  tariff  aspects. 
They  maintained,  “the  evil  to  contend  against  was  not  so  much  foreign 
as  home  competition.”  To  meet  this,  they  .suggested  that  the  just  and 
proper  remedy  for  the  manufacturers  was  “to  withhold  the  supply 
until  the  demand  causes  a  return  to  remunerative  prices.”*  An  at¬ 
tempt  to  get  an  industry-wide  agreement  with  the  employers  failed, 
and  a  detailed  constitution  for  a  permanent  national  labor  organiza¬ 
tion  was  never  put  into  operation,  so  each  mill  was  left  to  deal  with 
the  problem  as  it  saw  fit.  At  Thompsonville  the  workers  >v'ere  out  for 
nine  weeks.  The  results  are  unknown,  but  since  Thompson  soon  con¬ 
tracted  for  the  power  loom,  the  days  of  the  weavers’  monopoly  were 


•  Ibid.,  p.  57. 


*  Voice  of  Industry,  September  11,  1846,  p.  4. 
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nuniliered.  In  1847  the  aKcnt  reported  as  follows:  “The  girl  goes 
nicely  oij  the  first  loom,”*®  and  with  tliat  the  strike  of  the  next  year 
w’as  doomed.  As  it  indered  out,  some  weavers  drifted  away;  others 
moved  into  sujiervisory  {lositions  as  section  hands.  With  the  end  of 
th<*  us<‘  of  highly  skilled  male  workers  as  ingrain  weavers,  came  the 
end  of  the  first  great  e|K>ch  of  union  activity. 

B<*sides  leading  to  a  temiiorary  decline  in  the  workers’  assertive¬ 
ness,  the  i)ow(‘r  loom  effected  other  changes.  Thus,  lu  recruiting 
lalM>r,  the  Bigelow’  (’arjiet  Company,  founded  in  1849  to  use  a  new 
power  l(X)m,  from  tlu*  beginning  was  staffed  with  New  England  un- 
skill(‘d  labor.  Only  its  dyers  and  middle  echelon  sui)ervifc..ry  per¬ 
sonnel  were  Scotch — and  these  were  taken  from  the  neighboring 
I>ancaster  Gingham  Mills.  In  the  second  place,  the  new'  loom  caused 
a  greater  division  of  lalior.  To  supplement  the  women  loom  tenders, 
tlu'n*  w(‘re  add(*d  section  hands,  loom  fixers,  oilers,  pickers,  and 
menders.  Finally,  anyone  could  now  be  used  on  an  idle  machine,  and 
high(‘r  ov(‘rhead  costs  providi'd  even  more  incentive  for  continuous 
oi)eration.  For  these  reasons  the  introduction  of  power  undoubtedly 
meant  stricter  discipline  leading  to  greater  production. 

I'hus  the  hand-loom  era  of  the  companies  in  Bigelow’-Sanford 
history  has  a  flavor  all  its  own,  not  merely  because  the  proce.ss  was 
different  with  a  different  machine,  but  b(‘caus(‘  the  people  who  ran 
the  machines  w’cn*  different  from  most  New  England  mill  operatives 
and  had  a  better  bargaining  [wsition.  Yet  the  objectives  in  this  early 
pi^riod  were  the  same  as  in  those  to  come.  The  nmnagement  desired 
more  efficient  production;  the  men  wanted  as  much  freedom  and  as 
much  financial  return  as  possible.  These  aims,  promoted  by  individual 
personalities,  and  influenced  by  new’  technological  conditions,  con¬ 
tributed  to  the  new  code  of  industrial  living  for  the  machine  age.  The 
friction  Ixdwoen  management  and  labor  provides  the  records  which 
illuminate  tlie  dc^tails  of  the  process,  but  the.s(‘  clashes  wen;  the 
excei)tion.  Beneath  the  pyrotechnics  of  conflict  is  the  story  of 
reasonable  coopiM-ation,  of  effectiv’e  relationships  in  a  complex 
j)ro(  ess.  and  of  the  slow  evolution  of  economic  institutions. 

N.vncy  P.  Norton 

Harvard  University 


George  VV.  Martin  to  Orrin  Thompson,  May  1,  1847,  lligelow-Sanford  Carpet 
Company,  Inc.,  Manuscript  Collection. 


WERNER  SOMBARTS  CONTRIBUTION 
TO  BUSINESS  HISTORY 


Business  history,  as  the  study  of  tiie  history  of  t}je  administration 
and  operation  of  business,  is  a  relatively  new  diseipline.  As  a  separate 
academic  field  of  study,  research,  and  instruction,!  it  is  only  about 
twenty-five  years  old  and  still  in  the  stage  of  formulation  and  defini¬ 
tion.  Business  history  has  been  a  p<‘culiarly  American  d<‘velopment; 
the  name  itself  was  first  used  in  the  United  States  in  1925  to  designate 
this  special  interest.  But  no  scholar  or  generation  of  scholars  bt'gins 
de  novo;  each  builds  on  foundations  laid  by  (‘arlier  workers.  Certainly, 
this  is  true  of  business  history  as  we  know  it  today;  it  owes  a  great 
deal  to  many  indiNnduals  and  to  many  disciplines.  A  number  of 
historians  and  economists  in  the  latter  part  of  the  nin<‘teenth  century 
and  in  the  early  part  of  the  twentieth  century  made  material  con¬ 
tributions  toward  the  development  of  this  field.  One  of  the  most 
important  of  the.se  was  Werner  Sombart.  It  is  the  purpose  of  this 
paper  to  indicate  Sombart’s  role  in  this  evolution. 

Werner  Sombart  (1863-1941)  devoted  the  greater  part  of  his  life  to 
studying  the  history  and  economics  of  capitalism,  and  he  is  perhaps 
best  known  today  as  one  of  the  major  historians  of  capitalism.  His 
works  not  only  treated  the  historical  and  economic  development  of 
modern  capitalism  but  contributed  materially  to  its  sociological  and 
psychological  understanding.  As  an  historical  economist  and  a  liberal 
socialist,  Sombart  belongs  neither  to  the  Gustav  Schmoller  school  of 
German  historical  economists  nor  to  any  other  particular  school.  His 
works  cover  a  wide  field — history,  economics,  politics,  and  sociology — 
and  he  has  been  claimed  as  one  of  their  own  by  historians,  economic 
theorists,  and  economic  historians.  At  the  same  time,  he  has  been 
censured  and  attacked  by  each. 

Twentieth-century  interest  in  the  origins  and  development  of 
modem  capitalism  is  in  part  owing  to  him,  for  he  stimulated  thought 


Editor’s  Notc:  A  somewhat  shorter  version  of  this  article  was  read  at  a  joint 
meeting  of  the  Business  Historical  Society,  Inc.,  and  the  American  Historical 
Association,  held  in  New  York  on  December  28,  1951. 
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and  research  and  indicated  new  arable  fields  for  both  the  historian 
and  the  economist.  His  imprint  on  Eurojican  and  German  scholar¬ 
ship  has  l3et*n  great ;  in  America,  however,  language  difficulties  and  the 
extensive  erudition  of  his  works  have  acquainted  American  students 
more  with  the  title  of  his  tw’o  dozen  or  more  books  and  articles  than 
with  their  contents.  Sombart’s  article,  “Capitalism,”  in  the  En¬ 
cyclopaedia  of  the  Social  Sciences,  a  confusing  and  somewhat  ineffective 
article,  and  Professor  Frederick  L.  Nussbaum’s  A  History  of  the 
Economic  Institutions  of  Europe,  An  Introduction  to  Der  Modeme 
Kapitalismus  of  Werner  Sombart  (New  York,  1933),  are  probably,  to 
American  .students,  the  two  best-known  expressions  of  his  w’orks. 

Today,  neither  historians  nor  economists  accept  Sombart’s  inter¬ 
pretation  of  the  origins  of  capitalism  without  qualification,  nor  are 
th(‘y  always  willing  to  admit  the  reliability  of  his  sources  or  the 
validity  of  his  hjqwtheses.  Recent  investigations  in  economic  history 
have  disclo.sed  st‘rious  weaknesses  in  the  detail(‘d  as  well  as  in  the  more 
•g('neral  asp<‘cts  of  his  works.  Henri  S4e,  for  example,  in  his  work 
entitled.  Modern  Capitalism:  Its  Origin  and  Evolution  (New’  York, 
1928),  refuted  the  Sombartian  thesis  that  commerce  w’as  not  a  source 
of  capital  in  the  Middh*  Ages,  while  Herlx'rt  I.  Bloom,  The  Economic 
Activities  of  the  Jews  of  Amsterdam  in  the  Seventeenth  and  Eighteenth 
Centuries  (Williamsport,  Pa.,  1937),  controverted  Sombart’s  claim 
that  the  .lews  were  the  occasion  for  the  ri.se  of  certain  specific  com¬ 
mercial  areas  of  KurojK*.  Rec(*nt  scholarship  has  indicated  that  the 
fact  was  otlaawist'.  Sombart’s  Marxian  proclivity  for  letting  theory, 
preconceived  id(‘as,  and  formulae  instead  of  facts  direct  his  research 
and.  also,  his  slovenly  hi.storical  method  have  disturlx?d  many 
historians  and  have  been  a  source  of  considerable  criticism.  But 
it.  is  not  only  as  an  historian  that  Sombart  has  been  censured.  The 
economic  th<'ori.sts  and  methodologists  have  attacked  him  too.  In 
.spite  of  thes<>  w<'aknes.s('s  Sombart  continues  to  challenge  and  to 
stinnilah*  research  and  thought  in  economic  history.  The  significance 
of  his  contribution  to  this  fi<‘ld  is  accepted  and  beyond  the  scope  of 
this  pai)er. 

'File  puri)os(‘  of  this  article  is  not  to  deal  with  Sombart’s  broad 
influence;  but  rather  to  attempt  to  indicate  the  nature  of  his  signifi¬ 
cance  to  business  history.  His  particular  contribution  to  this  field 
came  after  he  had  substituted  a  psychological  for  a  Marxian  approach. 
After  having  so  shifted  his  focus  of  attention,  he  began  to  emphasize 
enterprise',  the  entrepre;neur,  and  the  “spirit  of  capitalism.”  In  so 
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doing  he  isolated  the  businessman,  scrutinized  him  carefully,  gave 
him  a  degree  of  individuality  heretofore  univcognised,  and  indicated 
the  necesfflty  of  studying  the  history  of  business  in  order  to  under¬ 
stand  and  appreciate  the  dynamics  of  modem  capitalism.  It  is  this 
emphasis  upon  the  man  as  distinct  from  the  force  that  pointed  toward 
business  history.  By  directing  attention  to  the  role  .f  business  in  the 
development  of  capitalism  and  by  associating  the  ‘‘capitalist  spirit” 
with  the  businessman,  Sombart  marks  for  us  a  n^al  milestone  in  the 
development  of  economic  thought.  To  understand  how’  Sombart 
arrived  so  closely  to  the  periphery  of  business  history,  it  is  necessary 
to  comprehend  his  own  intellectual  development  and  the  framework  of 
his  economic  ideiis. 

The  seventy-eight  years  of  Sombart ’s  life  were  among  the  most 
challenging  and  momentous  years  not  only  of  German  history  but  of 
modern  history  as  well.  Sombart  was  bom  in  a  small  village  near 
Magdeburg  on  the  Elbe  River  on  January  19,  1863.  He  was  the  son 
of  a  land  surveyor  who  .succeeded  in  becoming  a  successful  manorial 
farmer,  industrialLst,  and  government  official.^  Politically,  the  elder 
Sombart  was  a  product  and  exix)nent  of  that  inid-iiinetmith  century 
lilKTalism  which  was  both  ecumenical  and  nationalistic.  In  G(‘rmany 
it  was  also  closely  associated  with  the  landed  ari.st<M*racy,  and,  while 
th<‘  elder  Sombart  was  interested  in  incri'asing  the  holdings  and  im¬ 
proving  the  social  conditions  of  tlu*  |x»asantry,  he  exj^ected  to  achieve 
th<*.s(‘  aims  without  destroying  completely  tlu*  lainh'd  arist<K*racy. 
Since  Werner  Sombart’s  formative  years  were  sfx'nt  on  his  father’s 
farm  where  he  was  closely  a.s.sociated  with  the  elder  Sombart’s 
activities,  it  is  understandable  that  he  should  also  develop  an  enduring 
interest  in  agriculture.  Prior  to  the  time  his  father  moved  to  Bi‘rlin 
(1875),  as  a  memlxT  of  the  Reichstag,  Sombart’s  early  education  w'as 
in  the  charge  of  private  tutors.  His  first  formal  school  exix*rience 
came  when  he  attended  the  gymnasia  in  BcTlin  and  Schlessingen. 
His  father’s  position  and  residence  in  Berlin  made  available  to  the 
young  Sombart  all  of  th('  educational,  cultural,  and  social  advantages 
of  metropolitan  life. 

In  1882  Sombart  entered  the  University  of  Berlin  and  eann*  undiT 
the  influence  of  the  historian,W.  Dilthey,  from  whom  he  first  heard  of 

-  I 

*  For  biographical  information  see  Morton  J.  Plotnik,  IV'emer  Sombar{  and  His 
Type  of  Economics  (New  York,  1937),  pp.  24-29,  and  obituary  articles  imthe  New 
York  Times,  May  20,  1941,  p.  23:4,  May  22,  1941,  p.  20:3,  and  in  the  American 
Historical  Review,  vol.  46  (July,  1941),  pp.  1017-1018. 
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tlic  Uitt<‘r’s  revolt  against  applying  the  methodology  of  the  natural 
sciences  to  the  eultura!  seienei's,  one  of  the  major  aeademie  contro¬ 
versies  of  the  early  ISHO’s.  From  Dilthey,  Sombart  learned  rnueh  of 
his  m(‘thodology  of  the  social  sciences,  and  that,  while  man  is  the 
lM*arer  of  social  forces,  man  himself  rath(*r  than  the  forces  should  lie 
the  centf'i-  of  analysis,  d’his  emphasis  on  the  individual  was  to  b(*ar 
imi)ortant  n*sults  in  Sombart’s  study  of  the  “spirit”  of  modern 
capitalism. 

.\t  this  tinu*  the  <*conomists  at  the  UniviTsity  of  Berlin  w'ere  also 
exiMTiencing  a  cont roviTsy ,  one  which  divided  the  group  into  two 
s<'h(K)ls.  One  was  under  the  influence  and  leadership  of  Gustav 
Schmoll(*r  and  the  other  uiuUt  Adolf  Wagner,  each  with  its  own 
disciples  and  (‘iithusiasts.  Sombart  attend(‘d  Ixitli  groups  of  seminars 
and  l(‘amed  from  each.  'Fo  Schmoller  the  goal  and  method  of  econom¬ 
ics  was  ^^historisnius”  and  in  his  grou])  were  to  lx?  found  the  empiricists 
and  tlu*  a<lvocates  of  inductive  method,  while  to  Wagner  the  aim  of 
economics  was  “to  master  rationally  .  .  .  ,  to  comprehend  homog¬ 
eneously,  and  to  ordcT  syst(*matically  under  concepts  and  prin- 
ciples.”2  In  this  group  were  to  Ix'  found  the  exponents  of  the  deduc¬ 
tive  method  and  the  advocate's  of  synthesizing  theory  and  history. 
Sombart  was  sympathetic  to  Schmoller’s  realism  and  empiricism  and 
saw  how  necessjiry  it  was  to  achiewe  the  “living  picture,”  after  a 
thorough  investigation  of  the  evidence.  At  the  same  time  he  was 
equally  sympathetic  to  the  Wagnerian  idea  of  a  synthesis  of  tluHiry 
and  history.  Sombart  later  claimed  he  achieved  such  a  synthesis  in 
Dcr  Moderns  Kapitalismus. 

At  the  University  of  Berlin,  Sombart  discovered  in  I^rl  Marx’s 
Das  Kapiial  the  principle  of  the  “economic  system”  w'hich  he  was  to 
modify  and  later  to  adopt.  While  he  opjxised  Marx  on  several  scores, 
Sombart  was  gri'atly  influenced  by  him.  From  Marx  he  learned  the 
idea  of  surplus  value  and  the  unique  nature  of  capitalist  production. 
As  impressi'd  as  lu'  was  with  Das  Kapital  and  with  Marx,  who  opened 
new  vistas  and  pioneered  new  fields,  Sombart  was  unable  to  accept, 
without  major  n'sc'rvations,  Marxian  romanticism,  cosmoixilitanism, 
and  mat(‘rialism.  While  he  always  maintained  basic  reservations  with 
res[>ect  to  Marx’s  (‘conomic  tluniry,  Sombart  did  not  attack  Marx  and 
Marxian  jfliilosophy  ojxinly  until  the  publication  in  1924  of  his  Der 
Proletarische  Sozialism  us. 


*  Plotmk,  op.  ciL,  p.  27. 
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CoinplotinK  his  work  at  the  University  of  B(*rlin  ( 1885)  Soinhart,  for 
rt'asons  of  health,  went  to  Italy  and  for  two  years  studied  at  the 
University  of  Pisa,  working  and  finishing  his  doctoral  dissertation. 
The  following  year  (1888)  he  took  the  degri'e  of  Doctor  of  Philovsophy 
in  applied  economics  at  the  University  of  B<*rlin  and  publislu'd  his 
dissi*rtation,  Die' Romische  Campagna.  This  work,  in  tlu‘  spirit  and 
tradition  of  his  father,  showed  a  ^‘markable  knowleilge  of  agriculture 
and  agronomy.  The  next  two  years,  wh(‘n  he  serv’ed  as  counsellor  to 
the  Bremen  Chamber  of  C.'ommerce,  was  the  only  |)eriod  of  his  life  in 
which  Sombart  was  not  immediately  associated  with  the  academic 
woild.  In  1890  he  was  apixiinted  to  the  University  of  Bn'slau.  He 
regarded  this  post  as  “academic  exile.”  Some  attribut<‘d  this  ai>- 
pointment  to  his  Marxian  inclinations.  At  any  rate,  his  friendly 
disposition  to  Marxian  thought  kept  him  out  of  the  University  of 
Berlin.  The  sixb*en  years  at  Breslau  witc*  not  without  value.  Sombart 
had  the  opportunity  to  do  research,  to  think,  and  to  mature  in¬ 
tellectually.  Much  of  the  preliminary  res(>arch  for  his  history  of 
capitalism  was  accomplished  at  this  time. 

In  1906  Sombart  was  appoint(‘d  to  the  Sidux)!  of  Commerce  in 
Berlin  and,  finally,  in  1917,  he  was  asked  to  fill  the  place  of  his  former 
teacher,  Adolf  Wagner,  at  the  University  of  Berlin.  Sombart  re¬ 
mained  at  the  University  of  Berlin  until  his  retirement  in  1931. 
Since  few  advanced  students  in  economics,  tt‘achers,  or  doctoral 
candidates  were  attracted  to  the  School  of  Commerce,  Sombart 
produced  few  students  of  his  own,  although  many  studied  under  him. 
He  was  nonetheless  an  inspiring,  provocative  teacher  and  an  excellent 
lecturer.  ICmil  Ludwig,  the  famous  biographer,  said,  “he  w'as  the 
best  teacher  I  have  ever  encountered.”®  The  quantity  and  originality 
of  his  scholarship  is  evident  proof  of  his  productivity  and  wide 
academic  interests. 

Sombart’s  academic  training  and  career  explain  only  partially  his 
interest  in  the  businessman.  In  order  to  appreciate  and  to  understand 
his  contribution  to  business  history,  it  is  necessary  to  gain  some  insight 
into  Sombart’s  type  of  economics  and  his  methodology.  The  back¬ 
ground  of  the  various  economic  schools  was  tlie  classical  economics  of 
-\dam  Smith  and  David  Ricardo.  Not  satisfied  with  the  rigidity  and 
absolutist  concepts  of  the  economic  classicists,  the  historical  scluxil  of 

*  See  obituary  article  in  The  American  Historical  Review,  vol.  46  (July,  1941), 
pp.  1017-1018. 
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e(‘oiioini(‘K  attempted  to  correct  this  by  stud5dng  economic  phenomena 
tiirougli  history.  The  writings  of  Ferdinand  Lassalle,  a  disciple  of 
Fichte  and  Hegel,  who  emphasized  the  historical  evolution  of  the 
state  and  brought  the  theories  of  the  German  idealists  into  contact 
with  the  doctrines  of  th(^  economists,  impressed  Sombart  equally  with 
Marx.  One  cannot  overlook  this  fact,  for  it  not  only  serves  to  make 
moH!  lucid  Sombartian  economics  but  also  to  explain  Sombart ’s 
substHiuent  rejection  of  Marxism. 

Sombart’s  apjiroach  to  economics  was  evolutionary  and,  except  for 
his  emphasis  upon  the  necessity  to  develop  specific  economic  theories, 
it  was  fundamentally  in  accord  with  that  of  the  German  school  of 
historical  ecronomics.  In  his  large  work.  Die  drei  Nationalokonornien; 
(ieschichte  und  Syateme  der  Lehre  von  der  Wirtschaft  (Munich  and 
Ii(‘ipzig,  1932),  Sombart  offers  a  framework  for  economics  as  a  whole 
and  attributes  the  opinions  of  various  economists  to  the  following  three 
origins :  ( 1 )  nw^taphysics,  (2)  natural  sciences,  and  (3)  Geistesivissen- 
schaft,  representing  respectively  the  directing,  classifying,  and  under¬ 
standing  schools  of  economic  thought.'*  To  Sombart  the  first  group  is 
interc'sted  in  the  more  abstmst*  philo.sophical  disciplines  while  the 
natural  .scuaice  group  comprehends  economic  phenomena  so  long  as 
th(‘y  are  measurable  (outward  obst*rvation)  and  their  methodology  is 
unsatisfactory  because  of  its  atomistic  character.  Since  to  Sombart 
economics  is  an  art  as  well  as  a  science,  economics  to  be  meaningful 
and  useful  must  l)e  approached  by  methods  differing  from  those  used 
in  the  natural  sciences.  He  subscribes,  therefore,  to  the  Geistes- 
wissemtehaft  school  of  thought  because  of  its  emphasis  upon  under¬ 
standing  economic  phenomena  within  a  system  of  thought — in  this 
instance,  the  capitalist  system.  Sombart’s  main  concern  is  to  under¬ 
stand  actuality,  and  to  achieve  this,  economics,  as  one  aspect  of 
culture,  must  be  studied  historically,  since  all  culture  is  historical. 

Sombart  was  a  product  of  the  nineteenth  century  when  society  was 
no  longer  regardini  as  atomistic  but  as  an  organic  unity,  and  when  the 
sociological  approach,  with  its  emphasis  upon  the  totality  of  man, 
was  l)ecoming  more  and  more  popular.  This  nineteenth-century 
concept  along  with  the  romantic  movement  influenced  the  great 
nineteenth-century  jurist,  Frederick  Karl  von  Savigny,  founder  of 

*  J.  M.  Clark,  “Sorabart’s  Die  drei  Nationaldkonomien,”  Quarterly  Journal  of 
Economiee,  vol.  45  (May,  1931),  pp.  517-521;  see  also  the  review  article  in  the 
American  Economic  Review,  vol.  21  (March,  1931),  pp.  103-104. 
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the  historical  school  of  jurisprudence.  Through  him  and  his  (*olleaguos 
tl«e  historical  approach  to  law  iiad  an  im|X)rtant  influence  upon 
economic  thought.  In  attacking  orthodox  (H*onomic  throry,  the 
Gennan  (H*onomists  emphasiz<*d  the  practical  application  of  economics 
to  history.  Their  chief  aim  was  no  longer  to  arrive  at  general  anti 
universal  economic  laws.  What  they  hoped  to  do  was  to  emphasize' 
the  relative  naturt*  of  differt*nt  economic  systems  and  to  analyze  and 
to  understand  their  peculiarities.  The  historical  school  maintained 
that  the  theoretical  analysis  of  the  classicists  neither  accounted  for  tht* 
full  range  of  economic  reality  nor  for  its  historical  development.  The 
aim  of  these  (‘mpiricists  was  to  record,  obst'i^’e,  descrilx*,  and  under¬ 
stand  the  real  economic  world.  In  doing  so,  they  as.sign(><l  to  theory  a 
quite  different  function.  It  came  after  the  facts  had  l)e<*n  a.ss(‘mhled 
and  their  relationship  understood. 

Sombart’s  main  concern,  as  that  of  his  predeces.sors,  was  also  to 
understand  actuality.  To  achieve  this  goal,  economics  as  one  sector  of 
culture  must  1m‘  studied  historically.  He  went  a  step  further,  howeviT, 
for  economics  was  not  only  to  be  studied  liLstorically  but  within  a 
siK'cific  system  of  thought,  for  e.xample,  the  capitalist  system.  His  aim 
was  to  discover  the  stages,  the  steps,  or  the  phases  in  the  development 
of  capitalism  which  would  capture  the  fundamental  characteri.stics  of 
the  economic  (real)  .life  of  each  period.  The  ultimate  purpose  was  to 
provide  a  realistic  basis  for  theoretical  analysis.  I^ach  .stage  was 
intended  to  yield  a  picture  of  historical  actuality.  Sombart’s  economic 
systems,  for  example,  are  not  intended  to  lx*  ab-stract  forms,  but  are 
aimed  to  capture  concrete  historical  characteristics.  Sombart 
adopted  the  “historic  epoch”  as  the  most  comprehensive  means  to 
interpret  different  historical  singularities.  According  to  Sombart  each 
“historic  epoch”  has  its  own  mind,  its  own  spirit,  and  its  own  con¬ 
figuration;  hence,  the  “historic  epoch”  (a  period  of  time  in  which  an 
economic  system  is  actually  realized  in  history)  is  the  most  direct 
means  to  true  understanding.  This  approach  is  seen  in  his  numerous 
works,  for  Sombart  was  not  interested  in  creating  or  clas.sifying  a 
universal  man,  but  rather  in  studying  a  reprt'sentative  of  a  particular 
(‘(•onomic  sy.«t(*m,  activateni  by  the  culture  of  western  civilization  at  a 
specific  time,  and  governed  by  the  in-stitutions  of  tin*  prevailing 
economic  system.  The  stated  aim  of  one  of  Sombart’s  most  famous 
works,  I)er  Modeme  Kapitalimius  (2  vols.,  Ix'ipzig,  1902),  was  “to 
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prusiMit  a  sy8t<‘inati(*,  genetic  treatment  of  the  development  of 
Euro|K*an  and  American  life  as  a  whole.”® 

Xot  satisfied  with  the  methodological  techniques  of  either  the 
natural  or  the  social  sci(*nc(\s,  Sombart  adopted  the  cultural-scientific, 
or  the  versteheruie,  which,  he  held,  alone  employs  the  appropriate 
method  neces.sary  to  construe  economics  as  an  art  and  as  a  science.® 
Sombart  treated  in  detail  the  weakne8.ses  in  the  methodology  of  the 
various  schools  of  economic  thought  in  his  Die  drei  NaiionaVokono- 
mien  and  summarized  them  more  briefly  in  his  Weltanschauung, 
W issenschaft,  und  Wirtsekaft  (Berlin,  1938),  translated  into  English 
in  1939.  In  indicating  what  he  believed  to  be  the  errors  in  methodol¬ 
ogy  of  the  different  schools  of  economics,  he  exjilained  his  verstehende 
technique.  To  Sombart,  “All  economy,  like  all  human  culture 
(Kultur)  is  s^nrit  {Geist).  Therefore,  the  science  of  economics  must  be 
a  ‘spiritual’  sci(*nce  (Geistesmssenschaft).''  Much  of  the  confusion 
regarding  the  nature  and  function  of  economics  is  due,  according  to 
Sombart,  to  the  failure  to  recognize  this  fact.^  All  of  the  post¬ 
mercantilist  schools  of  economic  thought — the  classical,  historical, 
mathematical,  and  marginal  utility — have  failed  to  recognize  econom¬ 
ics  as  a  “spiritual”  science  and  have  either  been  content  to  determine 
the  charactiT  of  the  just,  right,  or  ideal  society  based  on  theoretical  or 
logical  canons  of  validity,  or  to  order  and  classify  their  materials  as  is 
done  in  the  natural  sciences.  This  sy.stem  of  economic  rea.soning  is, 
according  to  Sombart,  fallacious,  for  it  fails  to  account  for  human 
diflfertmees  and  is  primarily  interested  in  ordering  and  classif3dng  its 
material  according  to  sp(‘cific  generic  laws.  He  calls  it  ordnende 
economics.  His  “understanding”  or  verstehende  economics  aims  to 
feel  its  8ubje<*t  matU*r  dire<*tly  and  intuitively.®  Since  the  facts  of 
economics  are  spiritual  and  complex,  and  since  it  is  impossible  to 
asc(*rtain  any  r(*al  regularity  in  man’s  free  will,  it  is  impossible  to 
derive  any  simple,  absolute  points  of  departure  to  explain  economic 
phenomena.  Although  our  knowledge  of  culture,  therefore  also  of 
(icoiK)mics,  is  cognitive,  Sombart  does  not  reject  all  economic  laws  and 


®  Tale<itt  Parsons,  “Capitalism  in  Recent  German  Literature:  Sombart  and 
Welxjr,”  Journal  of  PatUical  Economy,  vol.  36  (December,  1928),  pp.  642-643. 

>  •  Leo  Kogin,  “Werner  Sombart  and  the  Natural  Science  Method  in  Economics,” 
Journal  of  Political  Economy,  vol.  41  (April,  1933),  p.  222;  Werner  Sombart, 
Weltanschauung  Science  and  Economy  (New  York,  1939),  p.  31. 

'  Sombart,  Weltanschauung,  Science,  and  Economy,  p.  31. 

•  Idem.;  Kogin,  op.  cit.,  p.  223. 
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theory,  nor  does  he  subscribe  to  puit*  subje<*tivisni  and  empiricism. 
In  his  cognitive  t3rpe  of  economics,  laws  and  theory  are  the  means 
rather  than  the  aim,  they  are  found  at  the  beginning  and  not  at  the 
end  of  historical  research,  and  their  punxist*  is  to  facilitate  under¬ 
standing  the  nature  and  interrelationships  of  the  t*conomic  proct*ss.® 
The  ultimate  task  of  verdehende  economics  is,  “the  delineation  of 
economic  epochs — i.e.,  of  historical  cultural  complexes  of  widwt 
scope,  such  as  modem  capitalism.  .  .  .“*® 

To  appreciate  fully  the  meaning  of  verstehetide  economics,  it  is 
necessary  to  understand  what  Sombart  meant  by  a  culture  complex. 
A  culture  complex  is  an  historical  entity,  a  imttern  of  meaning,  for 
example,  modern  capitalism,  and  it  is  the  means  by  which  an  historical 
event  is  determined,  understood,  and  distinguished;  therefon'  it  is 
iM'cessary  to  elaliorate  a  specific  theory  (spezielle  theorie)  for  every 
economic  epo<‘h  “which  has  relevance  for,  is  a  priori  to,  a  special,  a 
jiarticular,  historical  context,  one  limited  in  time  and  place.”"  It  is 
this  emphasis  u|K)n  theory  which  distinguishes  Sombartian  (‘conomics 
from  that  of  the  other  members  of  the  historical  school  and  which 
makes  it  difficult  to  clas.sify  Sombart  as  a  member  of  the  GiTinan 
historical  .school  of  economics. 

Sombart  differ(*ntiates  economics  fnan  tlu*  otlu*r  sectors  of  cultuiv 
by  m(‘ans  of  the  concept  Wirtschaft  (economy),  that  field  of  human 
acti\dty  ainuKl  to  provide  man’s  material  ikhkIs,  and  which  coiLsists  of 
(1)  the  economic  attitude  {Wirtschaftageinnnung),  the  fundamental 
puriK)S(‘s,  motives,  rules  governing  man’s  e(‘onomic  activitu's,  (2) 
the  economic  order  {Ordnung),  the  legal,  conviMitional,  and  moral 
order,  and  (3)  the  t(K*hnique  {Technik),  the  m(*ans  use<l  by  man  to 
achieve  his  economic  goals. To  lx*  sure,  the  concept  of  <*conomy 
must  precede  the  science  of  economics.  But  not  until  an  ord(‘r  of 
classification  is  achieved,  in  which  the  tlm*e  aforementioned  elements 
of  economy  exhibit  their  particular  form,  can  n^al  meaning  Ix'  attained. 
Sombart  has  calk'd  this  meaning  of  clas.sification  with  its  refenuice  to 
an  liistorical  context  the  “economic  system”  (the  “economic  epoch”  is 
its  empirical  equivalent),  and  has  defined  it  as  “a  unitary  mode  of 
providing  for  material  wants,  animated  by  a  definite  .spirit,  regulated 


*  Sombart,  Weltantckauung,  Science,  and  Economy,  p.  35. 

Rogin,  op.  eil.,  p.  224. 

”  Ibid.,  pp.  225-226. 

Sombart,  WeUanschauung,  Scienee,and  Economy,  p.  5;  Kogin,  op.  eit.,  p.  227. 
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and  orKaniz<‘d  ucconiin^  to  a^lcfinitc  plan  and  appl3dnf;  a  definite 
technical  knowlcdKi*.”*® 

Somhart  was  s<‘arching  (‘iKTgetically  to  find  what  constituted  the 
driving  force  of  HMKlern  capitalism.  It  is  in  this  .s<*arch  that  he  made  a 
contribution  to  busiiu'ss  hi.story,  for  in  not  finding  a  satisfactory 
answer  in  tlu*  methodology  and  the  approach  of  the  theoretical  econ- 
omi.sts,  he  turned  to  the  economic  historians,  and,  not  being  .satis- 
fie<l  by  their  m<*tho<l  and  apjiroach  either,  he  claims  to  have  devised 
his  own.  It  .should  1m>  noted  here,  however,  that  the  idea  of  economic 
stagi'S  did  not  originate  with  Sombart,  was  not  confined  to  repre- 
s(*ntativ(‘s  of  tin*  historical  scImkiI  or  to  certain  economic  historians, 
and  that  th(‘  (pu'stion  wlu'ther  economic  or  bu.sine.ss  history  can  lx* 
reprcs(*nt(*d  adeiiuately  as  a  series  of  economic  stag<*s  of  development 
is  still  highly  debatable.  Although  Sombart’s  approach  is  not  that  of 
the  student  of  business  histoiy,  nor  can  it  lx?  accepted  uiK'quivocally, 
it  nonetheless  p<>int(‘d  in  tlu*  direction  of  business  histor>\  This  is 
particularly  notic(*able  in  his  .several  works  on  capitalism.  The  student 
of  busiiK  ss  history,  however,  can  vi'iy  well  profit  by  understanding 
Sombart’s  attitude  and  aiiproach  to  (‘conomic  history,  for  they  throw 
light  upon  a  very  clos<‘ly  allual  disci[)line.  His  criticism  of  economic 
history  is,  unfortunately,  quite  applicable  to  much  that  is  writtiai 
und<‘r  the  iianu*  of  bu.siness  hi.story.  * 

Sombart  b(‘lievT‘d  that  much  of  the  barrenness  of  (‘conomic  history, 
except  for  a  f(‘W  individual  contributions,  came  from  the  historian’s 
failure*  to  understand  the  relationship  of  theory  and  history.  To  Som¬ 
bart  the  chi(>f  fault  was  that  most  historians  bedieved  that  history 
could  1m‘  studi(‘d  and  under.stood  without  theory.^^  On  the  other  hand, 
historians  have  .severely  ceaisured  Sombart  for  forcing  his  facts  into 
preconceivexl  ideas. Convinced  that  history  and  theory  are  not 
opix)sed  t<)  each  other,  Sombart  decried  the  tendency  of  many 
historians  to  isolate  eve^nts  and  to  study  them  without  reference  to 
their  gnviter  whole.  Only  through  such  reference  do  historical  facts 


'*  Werner  Sombart,  “Capitalism,”  Encyclo (media  of  the  Social  Sciences,  vol. 
3,  p.  19<). 

Werner  Sombart,  “Economic  Theory  and  Economic  History,”  Economic 
Uistonj  Iteriew,  v«)l.  ii  (.January,  1929),  p.  1. 

See  especially  the  lengthy  review  of  Der  Moderne  Kapitalismus  by  John  R. 
Commons  and  Selig  Perlman  in  the  American  Ecoi:omic  Review,  vol.  19  (March, 
1929),  pp.  7H-88;  Ceorg  Brodnitz,  “Recent  W^ork  in  German  Economic  History, ” 
Economic  History  Remew,  vol.  i  (January,  1928),  pp.  332-345. 
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acquire  any  significant  meaning,  for  to  Sonihart  the  ultimate  aim  of 
history  should  be  to  achieve  “the  all-embracing  ‘whole’  of  Universal 
History  and  approach  the  riddle  of  human  existenc<‘.“‘®  He  quickly 
admits,  however,  that  philosophy  rather  than  history  is  more  qualified 
to  yield  the  answer  to  the  riddle.  The  historian,  therefore,  who 
possesses  no  theoretical  training  is  not  prepan^d  to  write  history,  and, 
at  best,  is  no  more  than  an  antiquarian.  Unless  history  is  related 
to  the  great  cultural  systems  (for  example,  law,  art,  economic  or¬ 
ganization,  etc.),  it  is  meaningless  and  of  little  value. 

To  Sombart  the  major  difficulty  which  besets  economic  historians 
is  the  absence  of  just  such  a  framework  of  reference.  The  historians, 
however,  are  not  solely  to  blame.  The  real  culprits,  according  to  Som¬ 
bart,  are  the  economic  theorists,  for  it  is  they  who  have  failed  to  pro¬ 
vide  the  economic  historians  wth  a  useful  economic  theory.  In 
attempting  to  fill  the  gap  left  by  the  economic  theorists,  Sombart 
rejected  the  revolutionary  and  the  dialectic  and  adoptcnl  the  principle 
of  cultural  morphology.  His  “economic  sy.stem“  is  an  attempt  “to 
distinguish,  de.scribe,  and  correlate  economic  phenomena.”*^  To 
Sombart  each  “economic  system”  is  unique,  separate,  and  (M*curs 
only  once  in  history.  Since  he  states  that  there  is  virtually  no  line  of 
development  from  one  system  to  another,  he  is  inclined  to  fail  (his 
critics  maintain,  to  refuse)  to  see  the  continuity  of  historical  develop¬ 
ment.*®  Der  Modeme  Kapitalismus,  Sombart  maintains,  is  history  in 
the  broadest  interpretation  of  the  word  and,  as  such  is  a  contribution 
to  both  history  and  theory.  According  to  an  article  by  Georg  Brod- 
nitz  in  the  Economic  History  Review,  Sombart  failed  to  combine  theory 
and  history.  Brodnitz  claims  that  Sombart’s  capitalism  is  “an  ab¬ 
stract  conception”  rather  than  “an  object  of  experience”  and  that,  in 
spite  of  the  enormous  number  of  references  cited,  it  fails  to  give  a 
systematic,  historical  account  of  Eui-opean  economic  life.*®  It  is  not 
the  purpose  of  this  article  to  attempt  to  settle  this  controversy,  if, 
indeed,  it  can  be  settled.  The  value  of  this  work  for  the  student  of 
business  history  is  to  be  found  elsewhere. 

One  of  the  aims  of  Sombart's  methodology  was  an  attempt  to  devise 


Sombart,  “Economic  Theory  and  Economic  History,”  op.  cit.,  p.  2. 
>■  Ibid.,  p.  13. 

**  Parsons,  op.  cit.,  p.  646. 

Brodnitz,  op.  cit.,  p.  325;  Parsons,  op.  cit.,  p.  643. 
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“an  up-to-ilatc  practical  economics  ...”  which  was  realistic,  appli¬ 
cable,  and  us<*fnl  to  private  and  public  administrators.^o  When,  in 
1988,  he  pnblislu‘d,  B’  eltanfichauung,  Wisseuschaft,  urul  Wirtschaft,  he 
apjK'ared  to  Ik*  on  the  road  toward  such  a  scitmee — business  econom¬ 
ics.  Although  h(‘  h‘ll  .short  of  realizing  this  goal,  he  indicated  once 
again  the  n(>ed  for  such  a  discipline  and  the  dominant  role  of  adminis¬ 
tration  in  tlw?  oiK'ration  of  the  economy.  It  was  this  emphasis  upon 
administration  as  well  as  hisattempt  tounderstand  the  “spirit”  lx?hind 
capitalism  which  caus(*d  him  to  realize*  the  significant  ixisition  of  the 
busiiu'ssman  as  atlmini.strator  in  the  eeonomic  system  of  ca])italism. 
This  was  to  many  a  r(*al  achievemi'nt,  for  it  adumbrated  the  adminis¬ 
trator  concept  of  cajiitalism  and  indicated  the  subject  matter  of 
busine.ss  history.  Sombart’s  emphasis  upon  tlu*  busine.ssman  as  the 
k(*y  figuri*  in  tlu*  capitalist  system  and  his  .solicitous  concern  for  the 
role  of  business  in  history  are  largely  responsible*  for  the  place*  he*  heilds 
amemg  the*  stuelents  of  modern  capitali.sm. 

Seanbart’s  chief  intere*st  in  e*apitalism  was  n(*ither  to  eliscov(*r  its 
origins  neir  tei  write*  its  historj*.  His  objective  was  to  determine  and  to 
ie*veal  its  e*s.se*nce  as  a  six*e*ific  ee*onomic  system  an  “historical  in- 
elividual,”  a  “cultural  whede,”  which  eibjectified  the  seicial  minel  (Geist) 
of  its  age  -  jxissessing  a  uniepie  organization  and  spirit.-^  With  his 
typical  German  emphasis  on  the  “spirit”  lx*hind  e*apitalism,  Seimbart 
did  not  regard  money  or  material  gexiels  as  imixntant  facte)i*s  per  se. 
The*.se*  were  merely  the  means  of  acquiring  capital  rather  than  capital 
it.self.  Capitalism,  to  him,  was  the  cre'atiem  and  acquisitiem  of  surplus 
value,  anel  since  it  was  the  capitalist  spirit  which  created  surplus 
value,  capitalism  was  the  capitalist  spirit. The  modern  corjxiration, 
according  to  this  definition,  is  an  example  of  Ixith  capital  and  the 
ca])italist  spirit,  for  it  creat<*s  as  well  as  acquires  surplus  value.  This 
emphasis  iqxin  the  “spirit”  of  modern  capitalism  is  most  discernible 


Set*  Karl  H»Mle’s  review  of  Weltanschauung,  Wissenschaft,  und  Wirtschaft 
(Herliii,  193H)  in  the  American  Economic  Review,  vol.  28  (Decemtjer,  1938),  p.  766. 

We.sley  Mitcliell,  “Soinhart’s  Hoeiikapitalismus,”  Quarterly  Journal  of 
Economics,  vol.  43  (Fehruary,  1929),  p.  30,j;  J.  lA*inberger's  review  of  Das  U  trl- 
schaftslehi'n  im  Zeitalter  ties  Hochkapitalismus,  the  concluding  volume  of  Sombart’s 
Der  Mislerne  Knpitalismus  in  the  Economic  History  Review,  vol.  i  (January,  1928), 
p.  3.')6;  .\bram  L.  Harris,  “Sombart  and  German  (National)  Socialism,’’  Journal 
of  Political  Economy,  vol.  .'>0  (I)ecemlM*r,  1942),  pp.  832-833. 

Werner  Sombart,  Der  Moderne  Kapitalismus  .  .  .  vol.  3  (Munich,  1929), 
pp.  129-138;  American  Economic  Review,  vol.  19  (March,  1929),  pp.  78-88. 


Bulletin  of  the  Business  Histokical  Society 


in  the  last  edition  of  Der  \Ioderne  Kapitalismus,  in  which  he  sub¬ 
stituted  a  psychological  for  a  Marxian  appniach  and  no  longer  viewed 
capitalism  as  strictly  functional. 

In  order  to  appreciate  fully  the  meaning  of  Sombart’s  capitalism 
and  the  iiosition  of  the  businessman  in  this  economic  system,  it  is 
neces.sary  to  understand  his  conception  of  capitalist  development, 
form,  and  organization.  Unlike  other  students  of  capitalism,  Sombart 
does  not  lielieve  that  capitalism  is  an  historical  category  which  bt'gan 
very  early,  when  man  first  Ijegan  to  usi*  gootls  in  a  private  way  to 
satisfy  his  n(‘eds  and  de.sires.  Sombart  maintainetl  that  the  economic 
system  of  capitalism  cam(>  late  and  was  preceded  by  the  feutlal  (man¬ 
orial)  and  the  haiulicraft  systems,  h^ach  one  of  the.si*  economic  ejicchs 
(the  empirical  equivalents  of  the  (*conomic  system)  ix).s.s<'s.s(‘d  its  early 
beginnings  (friih),  its  ]x*ak  (hoch),  and  its  decline  (spat).  While  he 
admits  that  certain  elements  of  th(‘  “capitalist  spirit”  can  1m‘  sxxai  in 
earlier  sy.steins,  Sombart  maintains  that  its  real  evolution  occurn'd  in 
what  he  calls  th(‘  age  of  high  capitalism. 

The  es.s(‘ntial  diff«Mence  In'tween  the  (‘arlier  economic  systems  and 
the  cai)italist  system  is  in  the  spiritual  outlook  of  (‘ach  economic 
ejxx'h.  The  handicraft  spirit,  for  example,  is  not  dominated  by  the 
urge  to  accumulate  money,  gold,  and  capital  goods,  nor  is  it  con¬ 
temptuous  of  the  social  cons(*quences  of  its  existence.  A  spirit  which 
is  predominantly  cooix'rative,  it  is  dispos(‘d  to  “share  and  share  alike 
the  limited  supply  of  worldly  g(X)ds  .  .  .  ,”  and  it  dismis.ses  avari¬ 
ciousness.  Sombart  called  it  Hedarfsdeckungsprinzip  which  is  anti¬ 
thetical  to  the  Gewinnstreben  philosophy  of  the  capitalist  spirit.*^  It 
is  the  spirit  of  the  tribe  rather  than  the  nation,  the  village  rather  than 
the  city,  the  gild  rather  than  the  corjxiration.  Sombart  claimed  he 
found  in  the  gilds  and  gild  ordinances  the  evidence  to  substantiate  his 
thesis  that  justice  rather  than  profit  was  the  focus  of  the  handicraft 
system.**  Whereas  this  system  was  founded  upon  the  gild  and  in¬ 
fused  with  the  .spirit  of  justice  and  coojx'ration,  the  economic  system 
of  capitalism  was  established  on  busine.ss  enterprise,  the  modern  state, 
and  the  machine  jirocess.*®  Its  basis  of  organization  was  private 


**  Harris,  op.  cil.,  p.  832. 

•*  American  Economic  Review,  vol.  19  (March  19,  1929),  pp.  78-88. 
**  Ibid.;  Sombart,  Der  Moderne  Kapitalismus,  vol.  i,  p.  195. 

**  Mitchell,  op.  cil.,  p.  306. 
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initiative  and  exchange,  and  it  was  ixjrmeated  by  an  acquisitive, 
coinix'titive,  and  rational  spirit. 

Since  to  Soinbart  the  medieval  economy  (the  handicraft  syst(‘m) 
could  no  longer  miMd  th(*  requirements  of  the  new  economic  age  which 
emerged  from  the  intensification  of  war,  the  dispersion  of  the  Jews, 
and  the  <*xpansion  of  luxury,  a  new ‘economic  system — capitalism — 
emerged  which  was  unique  and  reflected  the  spirit  of  the  new  age. 
Sombart  traces  the  development  of  modem  capitalism  in  terms  of  the 
economic  epoch  and  distinguishes  three  stages  in  its  evolution — (1) 
fruh,  (2)  hoch,  and  (3) 

The  first  p<*riod,  from  the  thirteemth  to  the  middle  of  the  eighteenth 
century,  was  the  [X'riod  of  infant  capitalism  and  was  dominated  by  a 
pre-capitalist  mentality,  the  handicraft  spirit.  Home  industries  were 
still  predominant,  and  busine.ss  was  not  highly  developed.  As  was 
indicat(‘d  earlier,  recent  inve.stigations  have  indicated  that  Sombart 
failed  to  understand  or  ignored  the  complicated  business  activities  of 
sedentary  merchants  under  the  business  system  of  mercantile  capi¬ 
talism. Whether  or  not  acquisitiveness  (Sombart’s  chief  criterion 
in  establishing  business  mentality)  was  paramount  in  the  “spirit”  of 
the  mc'dieval  busiiu'ssman  is  impos.sible  to  document.  The  evidence 
available  do(*s  indicate,  however,  that  the  medieval  businessman 
weigh(‘d  his  decisions  just  as  carefully  as  his  modern  counterpart, 
po.ssess<'d  a  very  material  disposition  towards  profits  and  losses,  and 
carried  on  his  activ  ities  on  a  widespread  basis. 

Most  remunerative  for  the  student  of  business  history,  however,  is 
Sombart’s  analysis  of  the  second  stage  of  capitalist  development,  the 
age  of  high  capitalism  {Hochkapitalismus),  from  1760  to  1914,  for  it 
is  here  that  the  capitalist  “.sjiirit”  finds  its  most  congenial  milieu  for 
its  complete  unfolding.^®  High  capitalism,  according  to  Sombart, 
received  its  initial  impulse  “from  the  fashionable  craze  for  Indian 
muslins  and  calicoes  about  the  end  of  the  seventeenth  century,”  and 
was  entrenched  by  a  series  of  great  inventions.  The  distinguishing 
features  of  the  economic  .system  of  capitalism — form  (organization), 
technology,  and  spirit—are  most  apparent  during  the  second  period. 


Parsons,  op.  cit.,  p.  647. 

‘  Sombart,  “Capitalism,”  op.  cit.,  p.  206. 

On  medieval  business  compare  N.  S.  B.  Gras,  Business  and  Capitalism  (New 
York,  1939),  Chaps.  3-4. 

Harris,  op.  cit.,  p.  832. 
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for  it  is  only  at  this  tinu*  that  “the  principle  of  profit  and  economic 
rationalism  attain  complete  contnil  and  fashion  all  economic  relation¬ 
ships.”^* 

The  form  and  technology  of  capitalism  in  this  ix*riod  were  esiKnaally 
conducive  to  the  development  of  business,  and  reciprocally  the 
economic  system  of  capitalism  profited  materially  from  the  form  and 
technology.  This  period,  according  to  Sombart,  vv'itm‘SS(Hi  capitalist 
economy  emen;e  “characteristically  free,”  “typically  private,”  and 
structurally  aristocratic.  Based  on  exchange  (all  production  being 
aimed  to  satisfy  the  needs  of  the  market),  price  alone  determined  the 
quantity  and  character  of  production.^*  The  movement  toward  cor¬ 
porate  ownership,  the  functional  specialization  of  business  (the  rise 
of  expert  services)  as  well  as  the  tendency  to  integrate  financial  and 
industrial  power  (in  part  the  result  of  the  technology  of  high  capital¬ 
ism)  were  aimed  to  guarantee  a  high  degree  of  productivity  and  allow 
for  improvements  to  secure  and  to  perpetuate  the  economic  system  of 
capitalism.  In  the  process,  the  social  ixisition  of  the  businessman 
changed  materially.  Business  leadership  was  increa.singly  democra¬ 
tized,  and  its  national  origins  shifted  from  the  I.atin  to  the  Germanic 
nations.  Two  distinct  types  of  businessmen  emerged:  the  s|K*ciali8ts 
or  experts  and  those  who  attempted  to  integrate  various  functions 
under  a  single  leadership.**  To  be  sure,  the  economic  system  of 
capitalism  profited  materially  and  significantly  from  its  oi^anization 
and  technology.  Its  driving  force,  however,  was  the  “capitalist  spirit” 
as  exemplified  through  the  bu.sint  ssman.  It  is  in  his  analysis  of  this 
“spirit”  that  Sombart  made  a  real  contribution. 

Uke  Hegel,  Fichte,  and  the  other  German  romantics,  Sombart’s 
approach  was  nationalistic,  philosophic,  and  sociological.  The  “spirit” 
(Geist)  behind  each  economic  system  attracted  his  major  concern.** 
By  associating  the  “capitalist  spirit”  with  the  entrepreneur  and  by 
making  the  “spirit”  the  source  of  the  system’s  Han,  Sombart  shifted 
the  center  of  inquiry  from  the  institution  to  the  individual.  This  was 
perhaps  his  greatest  contribution  to  business  history.  If,  as  he  main¬ 
tained,  capitalism  was  the  “capitalist  spirit,”  then  any  study  of  the 
economic  system  of  capitalism  required  studjung  the  psychology  of 


Sombart,  “Capitalism,”  op.  cit.,  p.  206. 
Ibid.,  pp.  198-199. 

33  Ibid.,  pp.  204-205. 

33  Harris,  op.  cit.,  p.  832. 
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the  busiiiessinaii,  for  it  was  he  who  bore  the  “spirit.”  H(4egating  the 
form  and  technology  of  capitalism  to  a  secondary  {losition,  Sombart 
procet*d(*d  to  analyw*  the  purjioses,  motives,  and  rules  governing  the 
businessman’s  I  K*ha vior. 

I’he  fundamentai  purpost*  and  motivation  of  all  capitalist  economic 
activity  is  the  psychological  compulsion  to  acquire  unlimited  profits, 
pr(‘ferably  in  terms  of  money.  The  economic  system  of  capitalism, 
through  its  form  and  technology,  provides  the  capitalist  spirit,  which 
is  dominated  by  acquisitiveness,  economic  rationality,  and  competi¬ 
tion,  an  unlimited  opixirtunity  to  acquire  and  accumulate  great 
w«*alth.^^  Motivated  by  this  compulsion  to  acquire  infinite  wealth, 
the  acqui.sitiveness  of  the  capitalist  spirit,  intensified  still  further  by 
comjM'tition,  is  notably  indifferent  to  all  social  obligations  and  to  the 
social  cons<‘quenc(>s  of  its  actions.  This,  and  the  sovereign  jxisition  of 
the  jirofit  motive  in  the  system,  are  what  distinguish  the  capitalist 
spirit  from  the  simple  organization,  limited  technology,  and  the 
emphasis  ujx)!!  community  of  posses.sion  of  the  handicraft  or  pr(‘- 
capitalist  spirit.*® 

The  three  fundamental  forces— acquisition,  competition,  and 
economic  rationality — which  dominate  the  capitalist  spirit  are  given 
form  and  direction  through  the  bourgeois  spirit  (the  locus  of  economic 
rationality)  and  the  spirit  of  enterprise  (the  sources  of  acquistiveness 
and  competition).  Together,  these  two  elements  constitute  the  capi¬ 
talist  spirit.*"  Thrift,  tempiTance,  reliability,  industry,  and  other  such 
characteristics  exemplified  in  business  practice  by  careful  formulation 
of  jxilicy,  efficient  management,  and  economical  operations,  are  funda¬ 
mental  constituents  of  the  bourgeois  spirit.  Here  are  to  be  found  all 
thost'  great  imponderables — temperament,  mental  stability,  etc. — 
which  make  or  destroy  a  business  career.  To  be  sure,  not  all  business¬ 
men  [x)ssess  the  spirit.  It  is  to  be  found  only  in  those  who  see  in 
business  an  engrossing  challenge.  To  meet  this  summons,  efficient 
and  competent  administration  are  enjoined.  These  are  the  creative 
businessmen.  'Fhe-se  are  the  ones  who  possess  the  bourgeois  spirit  and 
whose  aim  is  to  make  life  and  busine.ss  disciplined,  systematic,  and 

Sombart,  “Capitalism,”  op.  cit.,  pp.  19^198. 

While  Sombart  coneedes  that  certain  elements  of  the  capitalist  spirit,  in  an 
impure,  qualified  form,  exi.sted  in  previous  economic  systems,  it  is  only  with  the 
emerKence  of  capitalist  organization  and  technology  that  the  capitalist  spirit 
found  its  most  congenial  milieu  for  its  successive  development. 

Parst)ns,  op.  cit.,  pp.  648-649. 
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8e<*ure.®*  Responsible  for  the  birth  of  the  new  and  the  demise  of  the 
old  economic  system,  the  bourgeois  spirit  provided  the  structure  with¬ 
in  which  evolved  the  spirit  of  enterprise,  “a  83mthesis  of  the  Rreed  of 
gold,  the  desire  for  adventure,  [and]  the  love  of  exploration.”^® 

To  Sombart  the  spirit  of  enterprise  is  passe.ssed  with  dual  personali¬ 
ties  each  entirely  inde|)endent  of  the  other.  One  of  its  personalities 
derives  from  being  a  part  of  the  capitalist  spirit.  Here  it  is  the  source 
of  competition  and  acquisitiveness  (profit  being  the  ultimate  goal  of 
all  capitalist  enterprise).  It  is  the  means  of  integrating  the  capitalist 
spirit  with  the  aim  of  indi\idual  capitalist  agents,  and  it  provides  ^ 

“the  form  through  which  an  independent  existence  is  granted  to  ^ 

business  as  such.”^®  A  second  p(‘rsonality  of  the  spirit  of  enterprise  | 

is  the  spirit  of  business  per  se.  Completely  independent  of  the  mind  f 

of  the  owner,  capitalist  (“nteri)rise  in  this  role  marks  the  aix)theosis  of 
economic  rationality  and  realism.  It  is  the  material  creations  of  / 

bu.siness — tools,  institutions,  and  machines — aimed  to  perpetuate,  $ 

expand,  and  improve  the  horizons  of  private  business  capitalism.**  | 

Sombart  adds  to  its  significance  still  further  in  this  respect  by  stating  5 

that  the  emergence  of  modem  capitalism  w’as  concomitant  to  the 
development  of  capitalist  enterprise.  ^ 

Most  significant  for  the  student  of  business  history,  however,  is  ’ 

Sombart’s  analysis  of  the  capitalist  spirit  and  the  psychology  of  the  % 

businessman.  The  force  and  factors  which  have  influenced  the  de-  I 

velopment  of  the  businessman  as  a  t3rpe  are  treated  in  Der  Bourgeois:  f 

Zur  Geisiesgeschichte  des  Modemen  Wirtschaftsmenschen  (Leipzig,  | 

1913),  a  work  which  attributed  the  dan  of  modem  capitalism  to  the  I 

businessman.*^  In  spite  of  certain  factual  errors  and  numerous  un¬ 
substantiated  conclusions,  the  work  has  liad  an  important  influence. 

Business  organization,  as  a  great  institutional  development,  and  the 
businessman,  as  an  example  of  a  certain  t3q)e  of  individual,  were 
therein  given  an  important  place  in  history. 


*•  Idem. 

*•  Harris,  op.  cit.,  p.  832. 

Sombart,  “Capitalism,”  op.  cit.,  pp.  200-201. 

Idem. 

**  Tiiis  work  was  translated  in  1915  by  M.  Epstein  under  the  title:  The  Quin¬ 
tessence  of  Capitalism:  A  Study  of  the  History  and  Psychology  of  the  Business  Man 
(New  York,  1915).  The  English  translation  is  a  free  one  and  omits  the  first  chap¬ 
ter,  “Der  Geist  im  Wirtschaftsleben”  as  well  as  many  of  the  examples.  The 
meaning,  however,  has  not  been  changed. 


I 
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Soinbart’s  attitude  toward  the  busin(‘ssman  is  both  appreciative 
and  critical,  ('onvinccd  that  only  by  stud5dng  the  totality  of  the 
bu.sin<\ssniairs  |x‘rsonality  could  a  realistic  and  meaningful  under¬ 
standing  of  business  1x3  achieved,  ho  proceeded  to  probe  into  the 
p.sychologj'  of  the  entr(‘preneur.  This  emphasis  u{K)n  the  man  rather 
than  upon  the  (‘Xt(‘rnal  forces  at  work  led  Sombart,  like  several  other 
German  economists,  to  formulate  an  ideal  type — a  horno  capitalisti- 
Borrowing  the  concept  of  the  ideal  tyjie  from  Max  \Velx?r, 
Sombart  adapt(‘d  it  to  the  businessman  and  made  tlu*  businessman  the 
“spirit”  Ix'hind  modern  capitalism.  Ownership  of  capital  is  not  in 
its(‘lf  an  imiKirtant  criterion  in  the  Sombartian  classification.  The 
n‘al  test  is  wludher  the  individual  i)0.s.sesses  the  “capitalist  spirit,” 
e.g.,  material  obj(‘cts  or  lalxir  obt aim'd  for  the  exclu.sive  pur|K).s(‘  of 
cr<*ati!»g  surplus  value.'*^ 

In  the  QuirUessence  of  Capitaliam,  Sombart  attributed  the  driving 
force  of  capitalism  to  the  busim*ssman,  as  the  ix*rsonification  of  the 
capitalist  spirit,  by  following  “the  capitalistic  Geist  from  its  early 
Ix'ginnings  through  its  evolution  to  the  present  time  and  beyond.”^* 
Th(‘  id(*al  entn'preneur,  the  one  who  brings  together,  through  the 
means  of  the  market,  the  two  op|K)sed  groups,  the  economic  objects 
(the  workers)  and  the  economic  subjects  (the  capitalist  undertakers 
who  control  the  means  of  production),  “combines  the  traits  of  in¬ 
ventor,  discoverer,  conqueror,  organizer,  and  im'rchant.”^®  It  is  the 
living  man  with  his  passions,  desires,  and  weakm*.s.ses  who  largely 
deb'rmines  tlu'  nature  of  the  capitalist  system.  Regardless  of  his 
status  as  a  businessman,  the  capitalist  organizer  “assigns  all  minor 
functions  to  oth(*rs,”  buys  “routine  intelligence  and  installs  it  in  his 
enterprise  like  a  ma.ster  clock,”  operates  on  a  large  scale  by  using  the 
proiK'i'ty  of  others  as  well  as  his  own  and  “is  not  hampered  ...  by 
regard  for  tradition  .  .  .  [or]  religion. Discipline  and  economic 
rationality  an*  the  means  he  employs  to  satisfy  his  desire  for  wealth 
and  power.  To  Sombart,  it  is  this  union  of  passion  and  reason  which 
manih'sts  itself  in  the  ideal  bu.sinessman  which  is  the  essence  of  the 

*•'  Anurienn  Eamomic  lieview,  vol.  19  (March,  1929),  pp.  78-88. 

To  some  economists,  Sombart’s  ideal  type  Ls  “a  hypothetical  construction.” 
('f.  .Jolin  U.  Commons  and  Selij;  Perlman  in,  American  Economic  Review,  vol.  19 
(March,  1929),  pp.  78-88. 

»Sombart,  The  Quintessence  of  Capitalism,  pp.  23-24. 

Sombart,  “Capitalism,”  op.  cit.,  p.  201. 

Mitchell,  op.  cit.,  p.  307. 
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capitalistic  spirit,  pi-ovidiiig  it  with  its  dynamic  iK)wcr.  The  (h‘vclo|)- 
ment  and  natun*  of  private  inisini'ss  capitalism  is  a  msiilt  of  the  entre- 
po'neur’s  activities  to  satisfy  his  insatiable  desire  for  profit,  and  the 
triumph  of  reason  over  sentimentality,  suix'rstition,  and  tradition. 

Like  Karl  Marx,  Sombart  maintaitunl  that  the  quest  for  profits  re¬ 
gardless  of  traditi<>n  or  so<*ial  con.s(‘quences  is  oim‘  of  the  fundamental 
characteristics  of  capitalist  (‘conomics.  Unlike  Marx,  however, 
Sombart  did  not  subscrilx*  to  the  thesis  that  the  economic  system  of 
capitalism  is  anarchic  and  chaotic.  Ind(H‘d,  it  is  far  from  so.  The  spirit 
of  nuxlern  capitalism  as  manifested  by  tlx*  businessman  is  dominated 
by  the  .supremacy  of  order,  rea.son,  and  efficiency.^*  Guidixi  by  the.si* 
l>rec(‘pts  the  capitalist  enterprist*  (the  economic  form  of  the  capitalist 
system),  quickiMU'd  the  economic  pnx-ess,  promotetl  invention,  and 
mechaniztxl  tlx*  economy.  The  .same  efficiency  and  order  which  per¬ 
meated  tlx“  system  of  jircxluction  were*  applied  to  bu.siness  organization 
and  administration.  Summarizing  the  effects  of  the  .sovereignty  of 
r(‘a.son  in  busiix‘ss,  Sombart  concluded  that  the  capitalist  is  respoiusible 
for  .supplanting  “the  raw  materials  of  indu.stry  .  .  .  [with]  scientific 
re.search,”  and  “for  the  human  factor  .  .  .  {sub.stitutingl  scientific 
manag(‘ment.”^®  In  the  age  of  high  capitalism  business  lx*came  in- 
crea.singly  compl(‘x.  While  it  provided  great  challenges  and  even 
greater  rewards,  it  demandixl  alst>  supi'rior  intelligence  and  ability. 
The  exceptional  qualities  required  to  achieve  and  to  insure  continued 
success  attracted  to  business  the  finest  talent  of  all  nations.  This  was 
particularly  true  in  the  period  1760-1914,  for  it  was  at  this  time  that 
“world  economics  .  .  .  was  based  upon  an  entirely  new  spirit,"  one 
which  was  stimulated  and  guidtxl  by  the  individual  rather  than  the 
state.®® 

Aiising  out  of  a  series  of  great  inventions,  high  capitalism  allowed 
individual  acqui.sitivene.ss  and  economic  rationalism  to  achieve  com¬ 
plete  fruition.  Tlx'  tendency  toward  corporate  ownership,  the  rise  of 
bu.siness  .specialists  (industrial  capitallst.s),  and  the  mov(>ment  toward 
integration  (financial  industrialism  and  financial  capitalism)  gave 


***  Sombart,  “Capitalism,”  op.  cil.,  p.  206;  see  aUo  J.  I.^'inberner’s  review  of 
vol.  iii  of  Der  Modenie  Knpitnli.'inius  in  the  Economic  llistor;/  Review,  January, 
102S,  p. 

Sombart,  The  Quintessence  of  Cnpitnlism,  p.  22;  st*<*  also  the  first  part  of 
Werner  Sombart,  .4  S’etc  Social  Philosophy  (Prineeton,  1937).  This  is  a  translation 
of  his  Deutscher  Sozialismiis  (Weisswange,  1934). 

New  York  Times,  May  22,  1941,  p.  20:3. 


46 


Blllktin  of  the  Business  Historical  Society 


busiiicjss  its  greatest  eiiallenge  and  its  greatest  rewards.  Sombart 
never  distinguisiied  eh*arly  tiie  various  tyiies  of  private  bu.siness 
oapitaiisin  on  the  basis  of  their  functions  and  characteristics;  how¬ 
ever,  lie  certainly  did  adumbrate  their  cla.‘>sification. 

If  Sombart ’s  concept  of  high  capitalism  is  applied  to  American 
histoiy,  the  two  decades  following  the  Civil  War  were  the  halcyon 
days  of  American  capitali.sm.  The  activities  of  such  men  as  Andrew 
Carnegie,  .John  1).  Kockefeller,  Sr.,  and  Cornelius  \’anderbilt  illustrate 
the  (‘.ssence  of  the  capitalist  spirit — the  endU'Ss  search  for  profits  with 
no  regard  for  soc  ial  con.sequences  or  obligations.  By  the  late  eighties, 
however,  ruthle.ssness  and  freedom  from  all  restriction,  two  character¬ 
istics  of  the  triumphant  days  of  high  capitalism,  were  no  longer  pres¬ 
ent  in  force.  The  creation  of  the  Interstate  Commerce  Commission 
(1887),  the  i)as.sage  of  the  Sherman  Anti-Trust  Act  (1890),  and  the 
Populist  jirograms  of  1892  and  1896  were,  according  to  Sombart, 
indications  of  the  iH'giiming  of  the  decline  of  high  capitalism.  All  such 
restrictive  m(*a.sures  and  i)roposals,  even  though  in  the  case  of  the 
United  States  not  actively  enforced  until  after  the  turn  of  the  century, 
were  indications  of  decline.  To  Sombart  the  outbreak  of  war  in  1914 
nuirked  the  end  of  the  age  of  Hochkapitalismufi.  He  chose  1914  as  the 
tcTininal  date  because  he  was  convinced  that  the  war  and  postwar 
events  marked  the  definitive  end  of  an  era.®^  In  the  last  edition  of 
Dcr  Moderm  Kapitalismus  he  maintains  that  the  prime  of  capitalism 
had  passed  and  with  it  its  “61an  .  .  .  exuberance  .  .  .  turbulence  .  .  . 
elasticity  .  .  .  [and]  freedom  from  restriction.  .  .  . 

By  1914  the  economic  trends,  as  Sombart  interpreted  them,  indi¬ 
cated  the  probable  rise  of  communism  as  the  dominant  economic 
.system.®*  Those  very  forces  which  his  critics  maintained  were  the 
symptoms  of  the  stabilization  of  high  capitalism — the  decline  in  the 
drive  of  the  profit  motive  as  the  principal  stimulus  to  business  activity, 
the  rise  of  regulated  competition,  government  regulation  of  private 
business,  and  mutual  agreements  and  understandings  among  business 
unit.s — were  to  Sombart  explicit  proof  of  the  validity  of  his  inter- 
pH'tation  of  the  disturlx'd  economic  currents  of  the  times.®"*  Once  the 


Idem. 

•’’*  Economic  lIin(ory  Review,  vol.  i  (.January,  192S),  p.  356. 

Mitchell,  op.  cit.,  pp.  320-321. 

Werner  Sombart,  The  Future  of  Capitalism  (Berlin,  1932);  W.  P.  Witcutt, 
“Future  of  Capitalism,”  Atnerican  Review,  vol.  5  (October,  1935),  pp.  531-535; 
.4  merican  Economic  Review,  vol.  19  (March,  1929),  pp.  78-88. 
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govi'Piiment  begins  to  restrict  the  freedom  of  the  businessman  to 
determine  jxilicy  (and  to  Sombart  the  loss  of  business  freedom  is 
certainly  the  most  significant  element  of  the  post-1914  era),  the  capi¬ 
talist  spirit’s  chief  source  of  strength  is  undermined  and  the  decline 
of  capitalism  is  under  way.**  In  America  the  expansion  of  govern¬ 
ment  regulation  of  business,  the  increasing  numlier  of  mixe<l  (public- 
private)  undertakings,  state,  federal,  and  communal  public  works, 
and  the  rise  of  cooperatives  to  compete  against  private  busiiu'ss  are 
imiiortant  indications  of  the  older  capitalism’s  decline.  Equally 
significant,  however,  is  the  increasing  aggressivimess  of  lalior  which, 
if  not  always  approved,  at  least  partially  sanctioiu'd  by  the  govern¬ 
ment,  has  contributed  to  the  increasing  rigidity  of  the  econoriiy.  Som¬ 
bart  maintained  these  were  all  symptoms  of  decay  and  decline,  and, 
as  such,  characteristic  of  Spdtkapitalismus,  “gray  hair,”  and  “falling 
teeth”  capitalism.** 

The  freedom  of  the  businessman  from  outside  interference  w’as  the 
most  significant  feature  of  the  S3rstem  of  high  capitalism.  Govern¬ 
ment  regulation,  however,  destroyed  the  system,  for  business  after 
1914,  according  to  Sombart,  was  no  longer  the  master  of  its  own 
d(*8tiny.  In  his  last  published  work.  Von  Menschen;  Versuch  einer 
Geislmssenschaftlirhen  Anthropologie  (Berlin,  1938),  Sombart  con¬ 
cluded  that  fascism  was  a  manifestation  of  late  capitalism.  While  he 
did  state  that  capitalism  in  a  modified  form  would  probably  endure 
indefinitely  and  continue  to  change  in  the  future  as  it  had  in  the  past, 
Sombart  indicated,  however,  that  the  type  of  private  business  capital¬ 
ism  w  hich  existed  between  1760  and  1914  had  definitely  come  to  an 
end.  Business  capitalism,  as  the  dominating  element  of  economic 
organization,  will,  he  maintained,  be  replaced  by  tho.se  forms  of  or¬ 
ganization  which  “represent  more  conscious  planning,  planning  not 
aimed  at  making  money,  but  at  satisf3ring  needs.”®^  Government 
w  ill  orient  itself  to  the  interests  of  the  low’er  middle  classi's  instead  of 
serving  the  interests  of  the  capitalist  class.  The  greatest  security  for 
the  greatest  number  will  be  not  only  one  of  the  chief  functions  of  the 
economic  system,  but  the  major  criterion  in  determining  its  success. 


*®  Sombart,  The  Quintessence  of  Capitalism,  p.  358.  See  also  Sombart,  “Capital¬ 
ism,”  op.  cit.,  pp.  200-207. 

“•Sombart,  “Capitalism,”  op.  cit.,  pp.  206-207;  Economic  History  Review, 
vol.  i  (January,  1928),  p.  356;  Mitchell,  op.  cit.,  pp.  320-321. 

Sombart,  “Capitalism,”  op.  cit.,  pp.  206-207. 
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In  aniilyzinK  the  nature  of  late  capitalism,  Sombart  came  very  close 
to  the  two  concepts  social  democracy  and  national  capitalism.  Back¬ 
ground,  training,  and  inclination  caus(*d  him  to  appreciate  more  fully 
th(‘  implications  of  social  democracy  than  those  of  national  capitalism. 
To  Sombart  there  was  “little  difference  between  stabilized  and  regu¬ 
lated  capitalism  .  .  .  and  technically  d(‘veloped  socialism.  .  .  . 
While  he  und(*rstood  and  appreciated  the  significance  of  increa.sing 
governmental  participation  in  the  economic  s(‘ctor  of  society,  he  neith¬ 
er  ai)preciat(‘d  nor  understood  the  element  of  bu-'^iness  control  which 
could — and  which  eventually  did— emerge  from  the  bu.sine.ss  .system 
of  national  caiiitalism.  Had  he  done  .so,  he  would  have  been  one  of 
the  first  to  hit  uiKin  a  r(‘latively  new  busine.ss  jihenomenon  in  the 
|M*riod  of  late  capitalism. 

Many  (‘conmnists  and  historians  were*  wont  to  (‘xplain  the  major 
economic  changes  and  dislocations  wrought  by  World  War  I  in  terms 
of  the  stabilization  of  high  capitalism.  Sombart,  however,  preferred 
to  view  this  metamorphosis  in  world  economics  as  the  closer  of  one 
economic  (*poch  and  the  birth  of  a  new  one.®^  To  be  .sure,  the  changes 
were  not  always  the  same*,  nor  did  they  occur  at  the  same  time  every- 
wh(*r(‘.  It  was  not  the  change*  in  the  form  and  technology  of  capitalism 
that  was  the  det(*rmining  factor.  What  indicat(*d  the  extent  and 
nature'  of  the  change  was  the  “.spirit”  of  the  ne'W  age.  High  e'apitalism 
hael  flemrishe'el  in  the*  age*  of  lil)e*ral  elemocracy,  whe*n  governments 
aime*el  tei  pre)me)te*  the*  intere'sts  and  welfare*  of  the  bu.sine*ss  anel  e*api- 
tali.st  gre)ups.  After  1914  lilM*ral  elemocracy  was  .supplanteel  by  .social 
el(*me)e*rae*y  anel  the*  e'e-onomie*  anel  [lolitical  ne*gativism  of  the*  former, 
.se)  e*haracte*ristic  of  the*  age*  e)f  high  capitalism,  was  elisplace*el  by  the 
|K)litical  and  e*e*one)mic  jMi.sitivism  of  the  latter.  This  ne*w  |)ositivism 
arose*  te>  satisfy  the*  aims  anel  ele*sires  of  the  more  vociferous  and  more 
nume*re)us  inte*re*.st.s  of  the  state* — the  lower  mieldle  class.®®  Many 
inte‘rpre*te*el  the'se*  change's  as  the*  elawn  of  a  nt*w,  regulated,  enlight- 
e*ne*el,  anel  be‘ne*ve)le*nt  e*apitalism  elevoiel  eif  the  ugline.ss,  vulgarity, 
anel  avarieiemsne'.ss  e)f  the*  e)lel  eneler.  Te)  this  view,  Sennbart  eliel  not 
subse-rilee*.  I'heese*  ve*ry  e*haracteristie*s  which  othe*rs  ae*claime*el  ineii- 
e*;ite*el  the*  triumph  eef  high  e-apitalism,  Se)mbart  inte*rprete*el  as  indie*a- 

Mitclu'll,  oi>.  cit.,  pp.  320-321. 

**  Amrricnn  Economic  Review,  vol.  19  (March,  1929),  pp.  78-8S. 

Sombart,  “('apitalisin,”  op.  cit.,  pp.  206-207. 
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tions  of  the  dawn  of  a  new  economic  epoch,  with  its  own  mind  and  its 
own  spirit. 

The  puri)os(‘  of  this  article  has  l)een  to  attempt  to  indicate  the 
nature  of  Sombart’s  contribution  to  business  history.  It  is  not  only  as 
one  of  the  major  historians  of  capitalism  that  his  works  an‘  of  rele¬ 
vance  to  us,  but  also  becausi'  of  his  wide  interi'st  in  such  es.s(‘ntial  a.s- 
ix*cts  of  business  history  as  the  rise  of  a  “.spirit”  of  capitalism,  the 
role  of  busine.ss  and  the  businessman  in  hi.story,  the  role  of  accounting; 
in  the  development  of  mo<lern  (‘apitalism,  and  the  dominant  rol(‘ 
attributed  to  the  man  in  the  whole  sy.stem.  His  empha.sis  ui)on  the 
psychology  of  the  busines.sman  causisl  Sombart  to  attempt  to  identify 
the  businessman  as  a  type,  attribute  to  him  a  philosophy  of  bu.siness, 
and  to  indicate  his  significance,  his  function,  his  contributions  (jxisi- 
tive  as  well  as  negative)  to  modern  history.  It  is  here  that  Sombart 
indicated  the  nece.s.sity  to  study  business,  provided  the  studi'iit  of 
business  history  with  a  rewarding  subject  matter,  and  contributed  to 
the  transition  fmm  economic  to  busin(\ss  history.  Whether  one  ac¬ 
cepts  or  rejects  Sombart’s  concept  of  the  ideal  businessman — the 
homo  capitalistic  us — or  of  “stages”  in  the  development  of  capitalism, 
one  must  still  recognize  Sombart’s  influenci*  in  the  making  of  busim^ss 
history.  Sombart  was  a  brilliant,  imaginative,  and  inventive  scholar 
who  contributed  and  stimulatetl  thought  and  n^search  in  a  numlx^r  of 
fields,  among  which  business  history  is  certainly  to  b<*  included. 

Vincent  P.  Carosso 

Carnegie  Institute  of  Technology 


THE  NEWBERRY  LIBRARY  GUIDE 
TO  ILLINOIS  CENTRAL  RECORDS 


A  Guide  to  the  Illinois  Central  Archives  in  the  Newberry  Library, 
1851-1906,  lias  recently  published  by  tlie  Library.  Compiled  by 
Carolyn  ('urtis  Mohr,  this  21()-page  volume  is  similar  to  the  guide  to 
the  records  of  the  Chicago,  Burlington  &  Quincy  Ibiilroad  prepared 
some  years  ago  by  I^lisalx.‘th  Coleman  Jackson  and  also  published  by 
the  Xc'vvberrj'  Library. 

J'he  X(‘\\lH‘rry  Library  and  its  director.  Dr.  Stanley  Pargellis,  have 
again  [)erformed  an  invaluabh*  s(*rvice  to  students  of  business  history. 
This  publication  is  the  ideal  tool  for  scholars  using  manuscript  busi¬ 
ness  records.  It  is  a  catalog,  guide,  and  iiulex.  It  presents  in  classified 
form,  with  descriptive  notes  for  each  group  of  records  and  with  a 
d(*tailed  subject  index,  some  400,000  letters,  126  bundles  or  boxes  of 
misc(‘llaneous  material,  and  2,000  bound  volumes  of  account  books. 
ApixTidices  also  provide  an  index  to  materials  by  decades  and  types 
of  record,  and  a  list,  with  dates,  of  directors  and  officials  of  the 
Railroad. 

The  Guide  covers  the  central  office  records  of  the  Illinois  Central 
Railroad  from  February,  1851,  to  Xovember,  1906.  The  bulk  of  the 
records  listed  are  dejmsited  in  the  Xcwberry  Library;  some  still  re¬ 
main  with  the  company,  as  indicated  by  asterisks.  The  President  of 
the  Railroad  and  the  Librarian  of  the  Newberry  Library,  quoting  the 
Introduction  to  the  volume,  “realized  that  by  making  available  to 
qualified  students  the  records  of  the  principal  road  joining  the  mid¬ 
west  and  the  south,  fresh  light  would  be  thrown  upon  the  growth  of 
corporations  and  upon  the  social  and  economic  history  of  the  region 
through  which  the  road  passes.” 
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EDITOR’S  COLUMN 


Professor  Joe  B.  Frantz  in  “The  Mercantile  Houst*  of  McKinney  & 
Williams,  Underwriters  of  the  Texas  Revolution”  deals  with  the  work 
of  a  firm  of  merchants  in  suppljnnR  funds  and  materials  for  the  troops 
of  Texas  in  its  war  of  independence  from  Mexico.  The  large  collection 
of  original  manuscripts  of  tlie  firm  of  McKinney  &  Williams,  preservc'd 
in  Galveston  and  in  the  Archives  of  the  Texas  State  Library,  presents 
an  opportunity  for  the  study  of  the  mercantile  capitalist  on  the 
American  nineteenth-century  frontier.  It  is  to  be  hopcKl  that  Profes¬ 
sor  Frantz  will  make  a  full-length  study  of  this  firm’s  history. 

Dr.  Nancy  P.  Norton’s  “l.^bor  in  the  Early  New  England  Carpet 
Industry”  is  a  segment  of  a  history  of  the  Bigelow-Sanford  Carjiet 
Company  being  written  at  the  Harvard  Graduate  School  of  Business 
Administration  by  Mi.ss  Norton  and  Mr.  John  S.  Ewing.  In  this  paper 
Miss  Norton  deals  with  the  question  of  obtaining  an  adequate  labor 
supply  and  managing  labor  in  the  hand-loom  phase  of  the  early  carpet 
industry  and  with  the  changes  that  came  with  conversion  to  power 
looms.  • 

“Werner  Sombart’s  Contribution  to  Business  History”  deals 
especially  with  the  contribution  of  a  famous  German  historian  and 
economist  of  the  past  generation  to  that  stream  of  development  which 
led  to  the  present  work  in  the  study  of  the  history  of  the  administra¬ 
tion  of  business.  Since  Werner  Sombart  was  a  prolific  writer  and  most 
of  his  works  have  not  been  translated  into  English,  the  article  should 
prove  useful  to  students  or  others  who  are  interested  in  the  work  of 
this  very  imaginative  and  influential  German  scholar.  The  author  of 
the  article,  Professor  Vincent  P.  Carosso  of  the  Carnegie  Institute  of 
Technology,  began  his  study  of  Sombart  while  studying  with  Profes¬ 
sor  Gras  at  the  Harvard  Graduate  School  of  Bu.siness  Administration 
as  holder  of  a  Business  Historical  Society  Fellowship  in  Business 
History. 

The  articles  appearing  in  this  issue  were  presented  as  papers  at  the 
joint  session  of  the  Business  Historical  Society  and  the  American 
Historical  Association  held  in  New  York  on  Dt'cember  28,  1951,  in 
connection  with  the  annual  meeting  of  the  American  Historical  As¬ 
sociation.  The  chairman  of  the  session  was  Dr.  Charles  W.  Moore, 
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author  of  Timirtg  o  Century:  Hi.sUjry  of  the  Waltham  Watch  Company 
((’amhridge,  1945). 

The  State*  Historical  Se)cicty  of  Wi.seonsin  has  recently  acquired  a 
notable*  e‘e)lle*e*tiem  e)f  e)riKinal  l)usine*ss  recorels,  the  unique  McCormick 
Colle*ction,  containing  ineire  than  1,000,000  manu.scripts.  This  e*ol- 
le*e*tion,  larKe*ly  built  up  by  Dr.  He*rlx*rt  A.  Kellar  for  the  McCormick 
Histe)iieal  .Vssociatioif,  e*stablishe*d  by  the  children  of  Cyrus  Hall 
Me*Corniie*k,  re*e*e)rds  the  history  of  the  dt*velopment,  manufacture, 
and  sale*  e)f  the*  McCormick  re*afK*r  and  other  farm  machinery  from  the 
lH*ginnings  in  Virginia  in  the  1830’s  to  about  the  time  of  the  merger  of 
the*  e*ompanie*s  concerne*d  in  the  International  Harvester  Company  in 
1902.  The*  larger  |Mjrtion  of  the*  manuscript  anel  busine*ss  records  con- 
taine*el  in  this  e*olle*e*tion  is  made  up  of  e*orre*siK)nde*nce  and  other  pape*rs 
of  the*  Me*Ce)rmick  Harvesting  Machine  Coinjiany,  but  there  are  also 
segnu'uts  of  re*ce)rds  of  other  companies.  The  colle'ction  also  contains 
a  gre*at  de*al  e)f  sui)i)le*me*ntary  material  on  the  bu-siness  and  agricul¬ 
tural  .s(‘tting  of  the  McC/ormick  opt*rations  and  models  aneT replie*as 
of  t  he*  oiiginal  reaiier  and  other  farm  machinery. 

Idle*  manuscript  and  supplementary  material  will  be  house'd  in  the 
Soe  ie*tj’^'s  building  in  Maelison  and  will  be  available  for  study  and  re- 
se*are  h  as  .soon  as  it  is  arrange*d  and  shelv'ed.  The  machines  will  be 
aeieK*d  to  the  farm  mu.seum  whie*h  the  University  eef  VVi.scon.sin  and  the 
State*  Hi.ste)rie*al  Socie*ty  are*  gathering  for  the  campus  are*a  at  Madi.son. 

4'he*  acqui.sition  eif  the  McCormick  Collection  by  the  State  Histori¬ 
cal  Society  of  VVise*e)nsin  means  the;  pr(*.se*rvation  for  the  use  of  .scholars 
e)f  re*ce)rd.s  valuable  in  the  study  of  American  bu.siness  development. 
In  ele)ubling  the*  alr(*ady  large  and  distinguishe*d  collection  of  manu¬ 
.scripts  in  the  iK)s.se.ssie)n  of  the  Society,  this  acquisition  places  the 
Soe*ie*ty  in  the*  fe)refront  as  a  dejKJsitory  for  materials  for  re.search  in 
the*  hi.story  of  busi!u*.ss. 

I]viele*ne*e*  e)f  the  quality  of  the  work  that  is  l)e*ing  done  in  the  history 
e)f  busine'ss  is  the*  re>e‘e)gnition  that  several  stuelies  in  the  field  receive'd 
in  the*  past  ye'ar.  Dr.  Re)be*rt  VV.  Twyman’s  “Hi.story  of  Marshall 
Ij'ield  and  (’oinpany,  1865-1900,”  a  deectoral  the*.sis  pre*se*nte*d  at  the 
Unive'isity  of  ('hie*age),  re‘e‘e‘ive*el  he)ne)rable*  me*ntion  with  pre)visie)n  for 
publication  unde*r  the  .Vlbe'it  .1.  Be*ve*rielge*  Me*me)rial  Awarel.  Pre)f(*.s- 
se)r  .loe*  B.  Frantz  e)f  the*  Unive*rsity  of  Te*xa.s  was  given  an  award  by 
the*  Te*xas  Institute*  e)f  Le*tte*rs  for  his  (tail  Harden,  Dairyman  of  a 
Sation  (Unive'isity  of  Oklaheuna  Pre*ss,  1951)  as  the  Ix'st  book  of  the 
ye*ar  eui  Texas.  Preife'.ssor  Ralph  VV'.  Hidy  of  New  York  University 
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iweived  honorable  mention  for  The  House  of  Baring  in  Anurican 
Trade  and  Finance  (Har\'ard  Studies  in  Business  History,  Cambridge, 
1949)  under  the  Robert  Livingston  Schuyler  prize  for  the  best  book 
written  by  an  American  citizen  and  published  in  the  United  States 
over  a  five-year  period.  The  prize,  or  first  place,  was  awarded  for  a 
history  of  the  British  Post  Office. 


A  Correction:  In  the  December,  1951,  issue  of  the  Bulletin  an 
error  was  nade  in  inserting  on  proof  additional  information  sent  by 
the  author.  Will  the  reader  please  substitute  the  following  for  foot¬ 
note  1,  which  appears  on  page  257 : 

*  November  1,  1859,  p.  235.  This  periodical  itself  is  an  example  of  good  in¬ 
tentions.  Written  by  members  of  the  employing  class,  it  was  to  a  large  extent 
given  away  by  them  to  their  employees.  W.  &  R.  Chambers,  Limited,  publishers 
in  Exiinburgh  and  London,  today  (1951),  can  claim  a  descent  from  the  W.  A  R. 
Chambers’s  Establishment  of  this  article.  The  present  firm  publishes  the  Cham¬ 
bers's  Journal,  one  of  several  periodicals  issued  by  the  firm  a  hundred  or  more 
years  ago.  (See  J.  L.  and  Barbara  Hammond,  The  Age  of  the  Chartists,  London: 
Longmans,  Green  and  Co.,  1930,  p.  314.) 
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